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Something just went down, too... 
the cost! 


Welcome news indeed, when everything in the 
missile world is definitely going up! 

You, Mr. Taxpayer, saved 41 % —when the com- 
plex missile track on this mobile launcher was cast 
in a single piece from pig iron, instead of nine 
pieces bolted together. 

This amazing saving is a direct result of foundry- 
men’s skills in casting complex parts in a single 
unit. Such skills have resulted in a real service — 
in dollars saved and products improved —for 
their customers. 

Republic Steel’s contribution to this notable serv- 
ice of America’s foundrymen goes far beyond sup- 
plying the most complete line of merchant pig iron. 

Our special contribution is a service, too, a serv- 
ice in depth. Republic Foundry Service Engineers 


General Offices 


Cleveland 1, Ohio 





help solve production and metallurgical problems, 
assist in pig iron selection, work on application and 
processing problems —in hundreds of foundries. 

These Foundry Service Engineers supply infor- 
mation on the latest processes and techniques for 
improving castings, and for expanding their use 
and sale. Often their suggestions result in better 
castings, more efficiently, economically, and profit- 
ably produced. Even business lost to other methods 
of fabrication has been recaptured through their 
expert help. 

Next time you hear of a better casting saving 
you money, Mr. Taxpayer (or Mr. Foundryman), 
look behind the scenes for a Republic Steel Foundry 
Service Engineer and Republic Pig Lrons. Chances 
are, they'll be there. 





Steel industry tells you a product 
is made of Steel. Look for it 
when you buy 
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How Western Electric Helps to Keep 


Down the Cost of Telephone Service 


There are great benefits for telephone users in the fact that 
the Bell System has its own manvfacturing and supply unit 


The Western Electric Company is 
an integral part of the Bell System 
—an essential member of the Bell 
System team serving you. 


You get some idea of Western 
Electric’s job when you consider this 
amazing requirement: Western must 
be ready at all times to produce and 
deliver to the Bell telephone com- 
panies 200,000 different kinds of 
apparatus and parts for telephone 
equipment. 





The quantity of these items varies 
over an astonishing range in any year 
—from one to many millions! 


Western Electric’s specialized 
skills and experience are big assets, 
of course, in doing the best and most 
dependable job at the lowest cost. 
But they would be far less effective, 
and might not have been developed 
at all, if Western Electric were not 
a part of the Bell System. 


In no other way could it work so 
closely with the research of the Bell 
Telephone Laboratories and the 
needs of the Bell operating com- 
panies. The common goal is the 
betterment of telephone service. 


Without Western Electric econo- 
mies, the price of your telephone 
service would surely be more and 
the quality less. 


For the savings that Western 
Electric Company has achieved in 
manufacturing have played an im- 


WESTERN ELECTRIC is the manufacturing and supply unit of the Bell System. More than 
47,000 of its 129,000 employees have been with the company for over ten years. 13,000 
for more than twenty-five years. Their experience is one of the company’s greatest assets. 


portant part in offsetting some of 
the increases in other costs of pro- 
viding service. Many of these in- 
creases have been due to inflation 
and are beyond our control. 


Helpful in Defense 


Because of the capabilities that 
Western Electric has developed to 
do its telephone job, the U. S. Gov- 
ernment has called upon it for a 
number of military projects. 


We are proud of this recognition 
of the Bell System, and look upon 


these projects as a contribution to a 
great national effort. Serving the 


public is our job. But serving the 





nation is our duty. One grows out 





of the other. 


The value of the close integration 
of Bell System research, manufac- 
ture, operation and supply has been 
proved by many years of successful 
operation. 


No other way would work out 
nearly so well or so economically for . 
both the public and the country. 


BELL TELEPHONE SYSTEM 





PRAC TIMATION 


A new word, which means more than automation, 


for it is the custom-fitted application of today’s finest 


automation equipment to your particular needs... 


This announcement is a culmination of Friden’s years in integrated data 
processing. Friden’s assumption of responsibility for the most important 
phase of automation—its practical application. 

The first step to PractiMation is a critical analysis of your office. Second, 
an outline of objectives for increasing its efficiency (without personnel 
changes). Then, consult your Friden man. He is an expert, and has solved 
a good many problems like yours. His help can be invaluable 

Next, you need equipment that can be used by your present employees 
without special training; equipment which is sanely priced, easy to install. 
And, above all, equipment which is expansible with your business. 


Here are some good examples: 

A. Friden SBT Calculator—the famous 
“Thinking Machine of American Business.” 
Touch-one-key simplicity. Performs more 
steps in figure-work without operator deci- 
sions than any other calculating machine 
ever develo 

B. Friden COMPUTYPER® (Model CTS)— 
produces a complete invoice in one operation 
with virtually no operator intervention. 
Reads alpha-numeric data from tape, edge - 
punched cards, or tab cards; accepts variable 
data through re keyboard. Machine 
also punches selected data in tape or cards 


for statistical reports. The Computyper and 
any good typist make up an entire billing 
department. 

C. Friden ADD-PUNCH® (Model APT) —A 
Data Processing machine, the APT produces 
a printed tape, and a punched tape for sub- 


sequent processing. 


These are just three. Friden’s full line of adding 
machines, calculators, accounting machines, 
mail room equipment, and “Tape Talk” IDP 
equipment can fully automate your office. Call 
your Friden man today, or write directly to 
Friden, Ine. 


© 1960 envoen, inc. 
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FRIDEN, INC., SAN LEANDRO, CALIFORNIA® SALES, ANSTRUCTION AND staviet THROUGHOUT U.S. AND woRLD. 








TRENDS & TANGENTS 


Sinclair Oil Corp. finally bowed to 
the inevitable and cut its second-quar- 
ter dividend from 75c a share to 50c. 
Caught -in the severe price-cost 


| squeeze now afflicting refiners and 


marketers, Sinclair’s earnings in the 


| second quarter came to only 62c a 
| share, well below its former dividend 
| payout. 


° * * 
New investmen: field has been opened 


| up by the United States Government 


For the first time, the Federal Hous- 
ing Administration will allow indi- 
viduals to buy mortgages guaranteed 
by the Government agency. The mort- 
gages yield up to 5.25%, will probably 
require a minimum investment of 
$8,000. One possible drawback: mort- 
gages will have to be bought from big 
institutional investors who may be 
reluctant to sell them except above 
par. 
a * o 

Where are they now? Frank E. 
Beane, who was chairman and presi- 
dent of the Underwood Corp. until 
late last year, now is acting as a busi- 
ness consultant. Beane also was re- 
cently made a director of the Ameri- 


| ean Shipbuilding Corp., Rhode Island 
| manufacturer of pleasure boats. 


& ® a 

Pan American World Airways’ dream 
of supplementing its international 
flights by buying into a domestic 
carrier crashed to earth last month 
The Civil Aeronautics Board ordered 
Pan Am and National Airlines to sell 
or return the 400,000 shares of stock 
each held in the other. As a parting 
shot, the CAB once more declared it 
was determined to keep Pan Am out 
of the domestic trunkline business. 

a * 

Lerner Stores, which delayed going 
into shopping centers for years, now 
is catching up with the crowd. Having 
delayed major expansion until 1956, 
Lerner expects the first pay-off this 
year, with a 6% rise in sales (to $200 
million) and an increase over last 
year’s $2.66 a share net. Admits chas- 
tened President Harold M. Lane: “Re- 
tailers wise, suburbanize.” 

* 7 7 

Tokyo stock market kept roaring up- 
ward even in the wake of the recent 
riots. News that a conservative would 


| become the nation’s premier sent the 


ten-year-old boto (bull market) to a 


new high, the total value of its stocks 


rising by 29% since the beginning of 
the year alone. One reason for this 
strength: Japan’s gross national prod- 
uct has risen by 88% in the past four 
years, fastest rate of growth in the 


| world. 
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SIDE LINES 


We're Not Inspired 


HALF-A-DOZEN times in any work- 
ing day, the phone on any Forses 
editor’s desk will ring and there, 
at the other end, will be the hearty 
voice of a public relations man. The 
odds are higher than we would like 
to see them that his opening gambit 
will be, “Didja get my 
press release?” 

Which press release? 
The one about $972,- 
000 worth of Talla- 
hatchie County, Mis- 
sissippi, drainage dis- 
trict bonds being re- 
tailed by a St. Louis 
firm? Or the one 
about a 10c quarterly 
dividend declaration 
by a Minneapolis 
maker of storm win- 
dows? Or maybe even 
the one inviting us to 
a cookout at some 
public relations man’s 
country place 72 miles 
away. 

Thelmage Worshippers. 
Forses gets about 200 
press releases a day, 
maybe as much as 500 
on big days. In any case, it’s quite 
enough to make us believe the 
recent estimate that American 
business spends $2 billion a year 
polishing the corporate halos, This 
sum hires a growing army of some 
100,000 eager public relations men 
and women, dedicated to the cause 
of putting their clients’ names be- 
fore the public as often and as 
favorably as possible. 

Somewhere we have read the 
charge that a full 80% of the items 
that appear in the press is “in- 
pired” by public relations hand- 
outs. We can’t, of course, speak 
for other publications, but for our 
part we guess we just don't “in- 
spire” easily. 

For one thing, we fail to get the 
message from most of those press 
releases. It’s not that we don’t 
read them; the mail department 
dutifully slits all the envelopes 
and routes the contents to the ed- 
itor concerned. But about all that 
most of them inspire at the final 
destination is a mild yawn. 

Most of them, that is. Some of 
the releases, we are happy to say, 
are quite helpful in a small way. 
Tell us about promotions, re- 
tirements or transfers we should 


, New York 11, N.Y. Second-class postage paid at Post Office, New 
Inc. 


know about. Inform us of new 
products, which may or may not 
be important. Give some useful 
details on financial statements we 
might otherwise have missed. 

Others, alas, aren’t much help. Or 
worse, they may be downright an- 

noying. Among. this 
latter group we would 
include those which 
are (a) trivial and 
(b) misleading, or (c) 
quite outside our jour- 
nalistic ken. 

Still, even this ma- 
terial gets duly circu- 
lated among our edi- 
tors. It sometimes may 
provide the germ of a 
useful idea—although 
not quite what our 
press agent had in 
mind. For example, 
a company that an- 
nounces an exciting 
stream of visionary 
new products may be 
preparing its stock- 
holders for bad finan- 
cial news to come—and 
that makes a story. An 

editor will, therefore, investigate. 

He will investigate, too, if a pub- 
lic relations man tries to put him 
off with evasive answers to routine 
questions. “What’s he trying to 
hide?” our man will want to know. 
And he will certainly do some prob- 
ing when a public relations man 
blithely tells him that “We don’t 
think this is the time for you to do 
a story on us.” For this may be 
exactly the time our readers ought 
to know what is going on inside 
that particular company. 

But don’t get us wrong. Some of 
our best friends are public relations 
men. They can be quite helpful in 
setting up interviews for our 
editors with corporate brass. A 
knowledgeable public relations man 
can save lots of time by steering us 
to the right man to answer a specific 
question we may have. He can help 
by running down answers on spe- 
cific points to complete the picture. 
He can help our researchers in their 
painstaking, point-by-point check- 
ing of every Forses story. 

All this being so, we can forgive 
public relations its less intelligent 
practitioners and its less illuminat- 
ing press releases. It’s just that 
they don’t really “inspire” us. 
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unattended coin-metered 


Westinghouse 


stantial second income. Your own pres- 
| tige Westinghouse Laundromat store is 
| easily managed in a few hours a week 
| while you keep your present full time | 
| business, profession or job. Maintenance | 
| | and service can be contracted out to an 
| independent Authorized ALD Serviceman. | 


PROFIT WHILE YOU SLEEP! Because alt | 
equipment is automatic, coin-metered and ! 
easily operated by customers without 
need of attendants, many Laundromat 
stores are open 24 hours a day, 7 days 

a week—making money for you even} | 
while you sleep! There are no labor; | 
problems, no inventories and no customer 

| contact. 


WE CAN FINANCE YOU! 

| ALD has helped plan and finance over | 

| 10,000 stores for doctors, professional | 

| people, businessmen, white collar work- | 

| ers, investors, farmers and production | 

| workers. These people manage their | 

| stores in spare time and have achieved | 

| financial security and independence. If | 

| you are considering the coin-operated | 

| laundry business and pride yourself on | 
good business sense, compare the profit | 
potential and leadership of the Westing- | 
house Laundromat Store. Our case his- | 
tory files are proof positive of consumer | 
preference for the prestige tested | 


| 

| 

Westinghouse equipped laundry store. 

| | 

| NO EXPERIENCE NECESSARY | | 
| Our staff of over 500 field experts works 
with you on location, store planning and 
training. For full information, call, write 

| 


or wire today. 


ALD, Inc. 


| 7057 N. Western Ave., Chicago 45 
| OFFICES IN 49 PRINCIPAL CITIES 

| ALD CANADA, Lid., 54 Ady Rd, T 
L. © ALD, Inc. 1960 
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Own your own Licensed | 
| 


| highest 
| friendship of both Swanson and Car- 


READERS SAY 


Voice of Authority 


Sm: Your 
(“Bookkeeper 
July 1) .. 


artiele concerning me 
Makes Good,” Forses, 
. refers to Mr. Glen Swanson 


| as having been “kicked out” in 1956. Mr. 
| Swanson was not kicked out, but rather 


withdrew as he disagreed with other 


| members of the Board as to what fa- 
| cilities should be utilized because of 
| decreased production requirements. Nei- 


ther was Mr. Victor Carbonara “ousted,” 


but rather because he had reached re- 


tirement age, wished to assume a posi- 
tion requiring less strenuous application. 
He accordingly assumed a position of En- 
gineering Consultant, since that has al- 
ways been his real love. 

In short, your wording would indicate 
anything but friendly admiration for 
these two gentlemen and somewhat de- 
pict me as a raider who pounced on a 
situation. I assure you that I have the 
esteem for and cherish the 


bonara. 
—J. O. Burke 
President 
Standard Kollsman Industries Inc., 
Melrose Park, Ill. 


Forses is glad to have Mr. Burke’s au- 
thoritative account of the resignations of 
Messrs. Swanson and Carbonara, regrets 
any seeming reflection on either man— 


Margarine Claim 


Sir: In your article on Corn Products 
(“The Voracious Appetite of Corn Prod- 
ucts Co.,” Forses, July 1), President 
William T. Brady claims that there is 
nothing like Cornette oil margarine on 
the market. How about Fleischmann’s? 

—Micnaet Scorro 
Baltimore, Md. 


Sir: Doesn’t Mr. Brady keep in touch 
with what is on the grocers’ shelves? 
—Mnrs. Lester MaTHEews 
Mount Kisco, N. Y. 


Mr. Brady does indeed, and argues that 
“ornette is the only non-hydrogenated 
corn oil he sees on them—Eb. 


Foreign Stocks 


Sm: While it is always gratifying to 
hear of increasing American interest in 
European securities, it was saddening to 
see the myth perpetuated that net in- 


| | come is a “jealously guarded secret” 
1} 
| | 


| rope, but this is certainly not true of 


there (“Our Roving Investors,” Forses, 
July 1). 1 cannot speak for the rest of Eu- 


England. The 1948 Companies Act called 


| for a much fuller disclosure of income 
| figures than is usual in the US., particu- 

larly in such matters as the consolidation 
of foreign earnings. 


—JEREMY SMITH 


| Ealing, England 


Sr: I have just returned from a trip 





to Hawaii, and the economic growth 
there is amazing. But it is surprising 
how little interest there is in Hawaiian 
securities. . . . Companies like American 
Factors, Castle & Cooke, Hawaiian Tele- 
phone and the First National Bank of 
Hawaii, all should participate in the 
growth of the Hawaiian Islands. 

—Epcar DANNENBERG 
New York, N. Y. 


The New Pinsetter 


Sm: As a long-time bowler, Bowl-Mor 
has my sympathy by virtue of having 
pioneered in the development of the pin- 
setter while other companies took the 
market away (“The Challenger,” Forses, 
July 15). But I fear it may be getting 
into the game a bit late. Most of the 
alleys I have seen appear to be already 
well equipped with either the AMF or 
the Brunswick machine. 

—Rosert ADAMS 
Philadelphia, Pa 


Sir: If Bowl-Mor’s Mr. Dowd had an 
automatic machine in 1949, then he 
missed the boat. . . . He would be sitting 
on top today if he had made his visit to 
Otis back in 1949. This, plus financing 
by CIT, would have obviated his so- 
called lack of money. 

—ALFRED GOLDBERG 
Brooklyn, N.Y 


Sm: I was surprised to learn that the 
pinsetter idea was “old hat”. . . 
—Arvip E. ANDERSON 
Havertown, Pa. 


Sales Mix 


Sir: Philip Morris may be rather un- 
favorably compared with Reynolds and 
American Tobacco in your recent article 
(“The Pitchman,” Forses, July 15). I 
believe your net earnings figures, how- 
ever, are calculated on a net sales base 
(gross sales minus excise taxes) for 
Reynolds (125%) and American (9.3%) 
and a gross sales base for Philip Morris 
(38%). 

Since Federal excise taxes are approx- 
imately 40% of cigarette company gross 
sales, the use of net sales shows a much 
wider profit margin for the first two 
companies. 

—Frank W. Conn Jr. 
Bernardsville, N.J. 


Forses inadvertently used the wrong 
measuring stick for Philip Morris. But the 
company stands below the industry aver- 
age even on a net sales basis, which gives 
it a margin of 6%. 


Another Explosion? 


Sm: The Black Tom explosion of 
World War I that is still paying off for 
the Lehigh Valley Railroad (“Last of 
Black Tom,” Forses, July 15) will be a 
damp squib compared to the explosion 
that will occur if Lehigh Valley users 
ever get together and express their feel- 
ings about that railroad’s “management.” 

—F. J. Scumipt 
Easton, Pa. 
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Fannie’s Payout 


Sm: As a 100% satisfied shareholder 
in the Federal National Mortgage Asso- 
ciation, I was pleased to see your article 
on FNMA (“The Strange Case of Fannie 
Mae,” Forses, May 15). However, in a 
more recent article on monthly dividend 
payers (“Once a Month,” Forses, June 
15), you omitted Fannie Mae. Fannie 
pays 23c per share on the fifteenth day 
of every month. 

—JoHN MARTIN 
Portland, Ore. 


Twisted Tugs 


Sm: “Behind just one towboat, Blaske 
(of American Commercial Barge Line 
Co.) can hook up 30 barges hauling as 
much freight . . . as 750 railroad cars” 
(“Tugs of War”, Forses, July 15). 

Suggestion: let your writers person- 
ally visit the Mississippi River. Barges 
are pushed up and down this great wa- 
terway, not towed. 

—Morris B. Baker 
Memphis, Tennessee 


We stand corrected—Eb. 
Federated’s Way 


Sm: One thing your story on Feder- 
ated Department Stores (“The Domi- 
nant Kind,” Forses, July 15) didn’t 
emphasize as a reason for Federated’s 
success is that when they buy stores they 
buy good ones—not just profitable ones, 
but good ones from the customer’s point 
of view. Goldsmith’s, for example, was 
already the best store in Memphis be- 
fore Federated bought it. 

—Rosert C. Staats 
Memphis, Tenn. 


Fuel Fight 


Sir: There was one point which should 
be added to your discussion of Trans- 
continental Gas Pipe Line and the New 
York metropolitan fuel market (“The 
Amazing Vigor of Transcontinental Gas,” 
Forses, July 15). Since rather large 
quantities of fuel oil are available at low 
prices, the competitive situation is much 
more severe in this area than in some 
others, California among them. That may 
be one more reason why Transcontinen- 
tal has attempted to keep its gas prices 
low. 

—Georce HALi 
New York, N. Y. 


Asarco’s Mud Pile 


Sm: In the July 1 issue appeared a 
story about the American Smelting and 
Refining Company's “$30-Million Mud 
Pile.” The spade work done in assem- 
bling this article was accurate enough, 
but the interpretation of certain figures 
is misleading to investors and should be 
corrected. 

It is true that Asarco has about one- 
half million pounds of tellurium con- 
tained in residues at the Baltimore 
refinery. However, it is a gross exagger- 
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ation to assess this “mud pile” at even 
the $15 million figure your publication 
has set. You could have more accurately 
estimated the worth at $1.5 million, based 
on present prices for commercial tel- 
lurium. 

While the price of high purity telluri- 
um is currently at $30 a pound in quan- 
tities of less than 100 pounds, there is no 
likelihood that any appreciable amount 
of the metal will be moved except in 
bulk. In addition, intermediate grades 
are priced at $15 a pound, and, as your 
article specified, commercial grades are 
priced at $3.50 a pound. It is incon- 
ceivable that more than a small part of | 
the total reserve will be sold at the $30 | 
price. It is also unlikely that prices for | 
high purity tellurium will be maintained | 
at present levels if and when volume 
production is established. 

In addition, we do not know for certain 
what percentage of the 500,000 pounds | 
can be successfully recovered. Also, the 
cost of recovery of high purity metal is 
high and this has not been given any 
consideration in the article. We expect 
to realize only a small percentage of the 
very large evaluation you have placed 
on our “mud pile.” 

—Joun D. MacKenzie 

President and Chairman, 

American Smelting and Refining Co. 
New York, N. Y. 


Forbes regrets any misleading impres- 
sion its article may have given on Asar- 
co’s “mud pile,” but did quote the 
current tellurium price and note that 
the $30 million was predicated on rising 
prices—Ep 


Funds vs. Insurance 


Sm: Your July 1 mutual funds column 
put into proper perspective the “State- 
ment of Guiding Principles” regarding 
mutual fund-life insurance sales com- 
petition. As a result of my experience 
with both types of salesmen, I would 
conclude that if they have really buried 
the hatchet, it is because they have both 
found far more efficient weapons. 

—J. C. Smirn 
Dallas, Tex. 


German Marks 


Sir: It’s about time somebody pointed 
out that West Germany is not pulling its | 
weight and continues to stint on foreign | 
aid (“Fact and Comment” Forses, July 
15). Nobody minds West German busi- 
nessmen competing with us in world 
markets, but it is disappointing to realize 
just how little they contribute to the | 
cash and confidence of the Western Alli- | 
ance. You are to be congratulated on | 
bringing this ticklish subject into the 
open. 





Chicago, Ill. 


Sm: The West Gerrnan government 
apparently fails to recognize that inter- 
national aid to backward national econo- 
mies can mean eventual good business 
for everybody. 

—Henry C. Witson 
Philadelphia, Pa. 


—WnruiaM Ray 


nationa lease 


’ 
i' ‘ 


way to lease trucks 


because it’s national 


in experience and 
service -local in costs 


supplies everything 
but the driver at fiexible, local-level 
costs. On-the-spot management 
provides highest efficiency; full 
service, one-invoice truckleasing— 
the LEASE-FOR-PROFIT way. 


service doesn’t add 

to your cost ...it saves. Saves the 

capital and management time you 

now spend on trucks so you can 

put yourself—and your money— 
mback into your own business. 


Lease for Profit 


@ new Chev- 
or other 
operate ® as 4 
own with 
investment, 

up- keep. 


im For facts about full-service, “Lea 
for-Profit” truckleasing — and 


im mame of your local Nationaljease 


firm, write 


PT WATIONAL TRUCK 


eo LEASING SYSTEM 


Serving Principal Cities of the United Stetes, 
Cenede, and Puerto Rico 
23 E. JACKSON BLVB., SUITE: 2-8, 
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Greater visibility. Greater readership. Greater impact. Your ad- 
vertising program needs them. Forbes is doing the big job in the 
business-management magazine field—that’s one reason why you 
can profit by adding Forbes to your advertising program. 


Compare the three major business-management magazines — 
Forbes, Fortune and Business Week. Note the proportion of 
editorial to advertising. Learn what a lot of smart advertisers 
and agencies are discovering every day—your product or 
service in Forbes is showcased beyond compare. You get every 
dollar’s worth of visibility and impact. 


Is there a significant circulation difference among the Big Three? 
Forbes’ new July guarantee of 315,000 is less than 5% below 
Fortune’s July rate base of 330,000, less than 10% below Busi- 
ness Week’s 342,000. Forbes’ circulation has tripled in the past 
ten years. This pace far outstrips the other two. 


Business men, management men in industry read Forbes 
page by page. Every paragraph is of prime importance. 
Forbes’ uniquely crisp, incisive editorial style is a must for men 
whose time is money. 


lf you want all the facts about FORBESMANSHIP...the art of 
getting big impact...call your nearest Forbes representative. 


” * + 


This advertisement is adapted from a 2-page, 2-color ad 
which appeared in advertising trade publications. It is being 
reprinted in Forbes to keep you posted on the tremendous 
strides Forbes is now making in both quantity and quality of 


circulation and advertising pages...and in the hopes that 
you'll consider the added prestige and sales potential your 
product or service can get by being “showcased” in Forbes. 
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ASSETS 
Casu anpD Due From Banks. 
Unitrep States GOVERNMENT OBLIGATIONS , 
Strate anp Municipa Securities. 
Orner SECURITIES 
Loans 
Customers’ Acceptance LIABILITY 
Feperat Reserve Bank Stock 
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Items In TRANSIT WITH Overseas BRANCHES . 


Orner Assets 
Total 


LIABILITIES 
Deposits 
LiaBILiTy ON ACCEPTANCES 
Foreicn Funps Borrowep 


RESERVES: 
UNEARNED INCOME 
Taxes AND Accruep Expenses . 
DivipEND 


SHAREHOLDERS’ Equity: 
CaPITAL . : 
(12,240,000 hives 


SurRpPLus . 


$20 Par) 


Unpivipeo Prorits 


$1 884,586,936 
1,207,787,805 
431,387,986 
101 648,987 
4,266,856,585 
126,461,529 
18,744,000 
7,000,000 
77,955,455 
29,447,400 
10,762,819 

$8, 162,639,502 


7,173,331,619 
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410,900 
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4,590,000 


$244,800,000 


380,000,000 
119,544,333 


744,344,333 





Total 


$8, 162,639,502 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


ABSENT-MINDEDNESS CORRECTED 


Too often [the U.S.’] Latin American relations 
have been handled absent-mindedly until some inci- 
dent or crisis compelled attention—The Rockefeller 
Panel Report on U.S. Foreign Policy, 1959. 


Absent-minded exactly describes most official U.S. rela- 
tions with Latin America in the years since the end of 
World War II. Engaged militarily, economically and 
politically as we have become in Europe, Eastern Asia 
and even North Africa, we have tended to be rather off- 
handed about Latin America. It took the shock of finding 
a Communist-oriented regime in power just 90 miles 
from the tip of Florida to make us realize we could no 
longer take Spanish America for granted. 

We have indeed taken it for granted. Last year, U.S. 
taxpayers laid out $2.4 billion for foreign aid. Of this 
amount $49 million—just 2% of the total—went for eco- 
nomic aid to Latin countries. Of this, $30 million was for 
technical aid and the rest emergency grants to keep Haiti 
and Bolivia from going completely broke. 

Happily, we may be about to correct this foolish neglect. 
Last month President Eisenhower announced that he was 
planning, in the last days of his Administration, to ask 
Congress to authorize a broadened program of aid to 
Latin America. Against the background of past neglect, 
this announcement may well be viewed by history as one 
of the more important events of Ike’s eight years in office. 
Said Ike: 

“Latin Amer- 
ican statesmen 

. have told 
me of the as- 
pirations and 
needs of their 
peoples for 
homes and land 
and a better life 
and of their ef- 
forts to meet 
those needs. .. . 
“T have given a 
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Jatin American; the new and the old 


good deal of thought to how the United States might do 
more in helping these efforts. . . . “I shall seek authority 
[from Congress] for such additional public funds as we 
may deem appropriate to assist free men and neighbors 
in Latin America in cooperative efforts to develop their 
nations and achieve better lives.” 

What form will the new aid take? How much will it 
cost? What is it intended to accomplish? Who will 
participate? Unfortunately, few of these questions can 
yet be answered because the details have not been spelled 
out. The President’s plan so far is little more than a state- 
ment of intent. 

Basically, however, it will probably mean increased 
U.S. help for the kind of basic development projects that 
are “unproductive” in the sense that they cannot make a 
profit. In this category fall such things as roads, low- 
cost housing, education. These are investments which 
U.S. private industry, even though it has been pouring 
some $600 million a year into Latin America, cannot be 
expected to undertake on its own. 

These investments, though badly needed, are beyond 
the resources of most Latin economies today. Yet unless 
they can provide them—and soon—many of the regimes 
relatively friendly to the U.S. will probably go down 
before their people’s overwhelming desire for a bette: 
standard of life. They would be replaced by regimes 
a good deal less desirable. Cuba has already veered 

toward Com- 
munism. That 
political and 
economic mon- 
strosity known 
as Peronism is 
rearing its head 
again in Argen- 
tina. Bolivia 
has been on the 
verge of civil 
war. Haiti, 
another near 


neighbor of the 


1] 





Argentina's Frondizi 


5 


Peru’s Beltran 


U.S., has all but collapsed. In almost every case, economic 
discontent is at the heart of the trouble. 

Even such relatively advanced countries as Brazil have 
badly unbalanced economies, precariously dependent on 
the price of coffee in U.S. supermarkets. Chile’s economic 
fortunes rise and fall solely on the price of copper. South 
of our border, every nation except Chile, Argentina, 
Uruguay and Venezuela have per capita incomes of less 
than $300 a year. In Haiti and Bolivia, the average income 
is well under $100. 

Hence the economic SOSs we have been receiving for 
some time from such Latin friends of the U.S. as Argen- 
tina’s President Arturo Frondizi, Mexico’s President Al- 
dolfo Lopez Mateos, Peru’s Prime Minister Pedro Beltran, 
Chile’s President Jorge Alessandri and Brazil’s Juscelino 
Kubitschek. Hence the urging by such US. friends of 
Latin America as New York Governor Nelson Rockefeller 
and Milton Eisenhower that we play a more positive role 
to the south. 

It is only too bad that it took a disaster to our cause in 
Cuba along with the Russian challenge to the Monroe 
Doctrine to cure us of our absent-mindedness about 
Latin America. 


x 
LIGHT AT THE END OF THE TUNNEL? 


How stand the nation’s railroads in the battle for sur- 
vival? On the surface not very well. In 1960's first five 
months, all Class I railroads combined netted only $195 
million on total revenues of over $4 billion and showed 
an average rate of return on investment of just 2.6%. 
Twenty-nine railroads, mostly in the East, failed even 
to earn their fixed charges. 

Reflecting this, the market price of all 47 railroad com- 
mon stocks listed on the New York Stock Exchange was 
down to a combined value of only $6.4 billion at the start 
of 1960—and considerably less by mid-year. At that rate, 
investors were valuing all the equity capital of all the 
nation’s railroads at just half the price they put on the 


Brazil's Kubitschek 


Mexico’s Lopez Mateos 


Chile’s Alessandri 


shares of a single so-called growth company, namely 
IBM. Reading the roads’ financial reports, this is not hard 
to understand. But, looking a bit beyond the current 
news, it could be that the worst may be over for the hard- 
pressed railroads. 

The merger pot, for example, is bubbling merrily. 
Atlantic Coast Line; the Delaware, Lackawanna & West- 
ern and the Erie; the Norfolk & Western and the Nickel 
Plate; the Great Northern and the Northern Pacific. And 
among the big Eastern roads, though the situation is con- 
fused, there is no doubt that some kind of a big merger 
is going to come out of the current tug-of-war between 
the Chesapeake & Ohio and the New York Central over 
the Baltimore & Ohio. 

On the governmental front, developments are less con- 
crete. The railroads are still snarled in excessive regula- 
tion. They are discriminated against when it comes to 
taxes. They are prevented from striking back at barge 
line and trucking competitors. But a more sympathetic 
tone is in the air, and chances for tax relief and more 
flexible regulation look better. 

On the toughest problem of all, featherbedding even 
less actual progress has been made. Costing the railroads 
upwards of $500 million a year (almost the equal of the 
total $578 million they earned last year), it involves such 
foolishness as firemen on diesel engines for “safety” 
purposes (a luxury which most other nations have dis- 
pensed with); seven crew changes on one 900-mile 16- 
hour New York-Chicago run; the ridiculous barriers 
which forbid “yard” and “road” crews to work in each 
other’s domain save for an extra day’s pay. The best that 
can be said of the featherbedding situation is that the 
railroads seem more determined than ever to fight on 
the issue—and public opinion is closer to their side 
than it has been for a long time. 

So there has been at least some progress. Americans 
now realize that railroads which are too poor to keep 
up-to-date are a dangerously weak link in our national 
defense. All these intangible but hopeful signs lead to the 
conclusion that the nation’s railroads may soon be able 
to see the light at the end of the tunnel. 
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CHASE MANHATTAN 


BANK 


HEAD OFFICE: New York 15 


Statement of Condition, June 30, 1960 


ASSETS 


Cash and Due from Banks . 

U. S. Government Obligations 

State, Municipal and Other Securities 
Mortgages. . . .« 


Loams . . + « « 
Less: Reserve for Loans 


Banking Houses . oa 
New Building under Construction 
Customers’ Acceptance Liability . 
Other Assets . . « .« 


LIABILITIES 

Deposits . . « « -» 
Bills Payable . . . . 
Foreign Funds Borrowed 
Reserve for Taxes . 
Acceptances Outstanding . 
Other Liabilities . 
Reserve for Contingencies 
Capital Funds: 

Capital Stock . . ; 


13,430,340 Shares—$12.50 Par) 


ee eae 
Undivided Profits. . . 


- $167,879,250 


400,000,000 
104,019,799 


$2,112,595,996 
1,124,918,619 
433,886,473 
245,264,216 
4,235,196,604 
110,765,037 
29,530,768 
94,518,184 
184,683,595 
71,591,170 
$8,421,420,588 











$7,346,041,988 
64,275,000 
3,795,741 
42,687,932 
197,813,360 
79,969,282 
14,938,236 


671,899,049 





$8,421,420,588 





Of the above assets $578,474,682 are pledged to secure public deposits and for other 
purposes, and trust and certain other deposits are preferred as provided by law. 
Securities with a book value of $45,995,082 are loaned to customers against collateral. 


Member Federal Deposit Insurance Corporotion 
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NEW YORK 


Condensed Statement of Condition, June 30, 1960 


ASSETS 


Cash and Due from Banks $ 807,611,501 


U. S. Government Securities . 407,130,706 


Loans 


1,697,669,173 


State and Municipal Securities 80,218,992 


Other Securities and Investments . . . 59,971,604 


Banking Premises and Equipment . 25,313,653 


Accrued Interest, Accounts Receivable, etc. 12,728,439 


Customers’ Liability on Acceptances . . 52,381,028 


$3,143,025,096 


LIABILITIES 





Capital Par value $10 per share . $ 80,599,000 


Surplus 160,000,000 


Undivided Profits 45,055,661 $ 285,654,661 


Dividend Payable July 15, 1960 3,465,757 


Deposits . 2,754,021,344 


Bills Payable 14,429,417 


Reserve for Taxes, Accrued Expenses, etc. 29,141,800 


Acceptances Outstanding . $ 57,406,044 


Less Amount in Portfolio 
Other Liabilities 


53,929,067 
2,383,050 
$3,143,025,096 


_3,476,977 


. . . . . . . . 


Assets carried at $163,758,569 on june 30, 1960 were pledged to secure deposits and for other purposes 


FEDERAL DEPOSIT INSURANCE CORPORATION 
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GOODYEAR WIDENS ITS LEAD 


The past five years have performed something 
of a prodigy at Goodyear Tire & Rubber, which 
has gradually pulled away from the pack in 


both market 


As THE rubber industry’s largest and 
most efficient producer, Goodyear Tire 
& Rubber Co.* is an outfit whose 
name is bound to command respect 
among top-flight industrialists. Its 
size alone—$1.5 billion-plus in sales 
last year—would be enough to insure 
that. In industry, as elsewhere, suc- 
cess is its own warrant. 

Yet in industry’s inner circle there 
are recognized degrees of success. The 
men who captain the two-score or so 
billion dollar industrial giants, after 
all, are unlikely to be much awed by 


*Goodyear Tire & Rubber Co. Traded 
NYSE, Recent price: 3549. Price range (1960) : 
high, 47%; low, 35. Dividend (1959) : 82.5c plus 
2% stock. Indicated 1960 payout: 90c plus 2% 
stock. Earnings = share (1959): $2 

oO 


. Total 
assets: $970 mil § 


n. Ticker symbol: GT 


dominance 


and profitability. 


size alone. Nor are they wont to give 
any special accolade to mere growth— 
that universal industrial necessity. 
What does command their real respect 
is the ability to compound size and 
growth with increased efficiency. And 
in this regard there are signs of late 
that Goodyear’s name is being ac- 
corded a new respect among the 
knowledgeable elite. 

Up a Notch. For the fact is that 
Goodyear, which in 1955 was already 
far and away the largest and most 
profitable enterprise in the $6-billion 
U.S. rubber industry, has since been 
running away from its biggest rivals 
in both market share and relative effi- 
ciency. Where in the first half of the 
last decade Goodyear commanded 32% 


NATIVE RUBBER WORKER TAPS TREE WITH “FISH BONE” CUTS: 
om Goodyear’s plantations, no such bonanza as from Firestone’s 
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of the Big Four rubbermakers’ mar- 
ket, it now has 35%. Already the 
most profitable rubber company in 
1955, a halcyon year for the industry, 
its earnings have since risen faster 
(27.4%) than any of its rivals’ (Fire- 
stone’s gain, for example: 16.6%). But 
even more important, in fundamental 
profitability (i.e., net return on in- 
vested capital), Goodyear has widened 
its lead over second-ranking Firestone 
from 0.8 percentage points in 1955 to 
1.6 percentage points last year. 

To be sure, rubber industry rates 
of profitability have fallen off some- 
what since 1955, a great automaking 
year. Instead of the 14.8% it earned 
on net worth in 1955, Goodyear last 
year earned 13.5%. But in each case 
Goodyear lost less ground than its 
three major rivals. Thus in relative 
terms, it has hiked itself up a notch 
in comparative profitability. Thus 
even if you construe what has hap- 
pened to the rubber industry’s basic 
profitability since 1955 as adversity, it 
is in adversity after all that manage- 
ment meets its real test of talent and 
efficiency. 
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MISSILE TRAILER FOR TRANSPORTATION OF ICBMs: 
despite a defense dip, volume kept climbing 


Man & Method. It is perhaps no co- 
incidence that the upgrading in Good- 
year’s efficiency dates almost exactly 
from 1956, the year in which Edwin 
Joel Thomas, its present chairman, 
assumed full command as the com- 
pany’s chief executive officer. Under 
Paul Weeks Litchfield, who retired at 
83, Thomas had long been a potent 
force in Goodyear’s inner councils. 
Like every executive who has passed 
through Goodyear’s executive offices 
in Akron, a command post buried 
away in the forbidding red-brick pile 
of Goodyear’s old No. 1 plant on East 
Market Street, Thomas had had drilled 
into him Goodyear’s ruling gospel: 
industry leadership. That, of course, 
Goodyear has enjoyed since early in 
its 62 years of corporate life. What 
Thomas has added is a new resource- 
fulness and flexibility, a virtuosity in 
translating sales into net in a way 
that has recently enabled Goodyear 
to put open water between itself and 
its competitors. 

Dominant position is still the Good- 
year credo under Thomas as it was 
under Litchfield. It is thus no accident 
whatsoever that Goodyear’s big, 
250,000-ton Houston (Tex.) synthetic 
rubber plant is the world’s largest, 
with a trifle more capacity than Fire- 
stone’s comparable Lake Charles 
(La.) plant (though either plant is 
of more than ample size to supply the 
needs of either company). And if 
Firestone should announce an in- 
crease in Lake Charles’ capacity, a 
corresponding increase by Goodyear 
at Houston would become the world’s 
safest bet. 

Petty Details. What Thomas has suc- 
ceeded in doing for Goodyear’s for- 
tunes these past five years is consid- 
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erably more obvious than how he has 
accomplished it. Every businessman 
lays claim to the normal business vir- 
tues—careful cost control, vigorous 
marketing practices, dedicated capital 
efficiency. Yet meaningless as such 
claims and resolutions have thus be- 
come, Goodyear plainly has not mere- 
ly claimed them but practiced them. 

Thus, though Goodyear’s volume 
has risen some 16% since 1956, its 
force of employees has actually fallen 
slightly. Rising wages, to be sure, 
have boosted its total wage bill by 
some 13%; yet Goodyear still has 
been able not merely to hold the line 
but actually to reduce its labor com- 
ponent as measured in dollars as well 
as men. 


GOODYEAR’S THOMAS: 
tires still came first 


The world’s largest tiremaker has 
also proved resourceful in reducing 
other elements of its costs. Last year, 
for example, Goodyear switched from 
use of natural latex (used mainly in 
foam rubber products) to a perfected 
synthetic latex, thereby reducing its 
cost for this major material from 47 
cents a pound to just 32c. With a new 
conveyor belting made of woven fabric 
impregnated with rubber, it reve:sed 
the standing technology (in which 
rubber is reinforced with fabric) ai 
a saving in cost which left it ample 
room to cut its selling price by some 
5% to 10%. At its Point Pleasant 
(W.Va.) polyester plant, opened last 
year, new catalysts have since boosted 
capacity 15% to 20% at no additional 
capital cost. 

Thus it is not quite possible to write 
off as sheer rhetoric Thomas’ boast 
that “Some of our people can hear a 
dime drop on an Airfoam sofa up in 
Painesville, 40 miles away.” Exag- 
gerated, of course, it is. But the figures 
themselves argue that Goodyear has 
indeed made considerable progress 
these past five years in reducing the 
direct cost of the goods which the 
company sells. 

No Tricks. The same has not been 
true of Goodyear’s selling and admin- 
istrative expense. Just as it has for 
most American corporations, that ele- 
ment has gradually drifted upward at 
Goodyear in keeping with Parkinson’s 
Law. Yet this fact itself argues force- 
fully that the manufacturing cost con- 
trol which every industrialist claims 
for himself is, in Goodyear’s case, 
quite real. 

There is also another symptom of 
Goodyear’s new order of efficiency, but 
it is perhaps more suggestive than 
conclusive. In every year since 1955, 
whether or not its sales volume was 
temporarily trending up or down, 
Goodyear has been able to increase 
its earnings. There are so many ways 
of accomplishing this by mere book- 
keeping tricks that financial specialists 
are wont these days to view any such 
performance skeptically. So many 
costs can at option legitimately be 
anticipated or deferred, expensed or 
capitalized, that no corporate earnings 
figure is now regarded by sophisticates 
as absolute and objective. Windfalls 
such as those deriving from favorable 
market prices for a commodity (such 
as Firestone’s natural rubber produc- 
tion) can have a pleasant but mis- 
leading effect on stated earnings; so 
can variations in the rate of remitted 
dividends received from foreign sub- 
sidiaries. 

Yet in Goodyear’s case, none of 
these trick earnings factors seems to 
account for the uptrend in its earn- 
ing power. Even with every exogen- 
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ous influence taken into account, this 
trend is probably just what it seems 
to be. 

Self-identity. Nor has Goodyear’s 
heightened eminence in its industry 
derived from any very conspicuous 
change in the character of its busi- 
ness. More than any other major 
rubbermaker, it has maintained its 
self-identity by avoiding exotic ad- 
ventures into diversification. It has 
not, for example, reduced the impor- 
tance of tires in its total volume: 
they still account for nearly 60% of 
total sales, as they have since the 
end of the Korean war. 

Nor within the tire business itself 
has Goodyear shifted emphasis away 
from its original equipment operations 
to the more profitable replacement 
tire market. It remains the industry’s 
largest original equipment tiremaker, 
supplying all of Chrysler Corp.’s 
needs, about three fourths of Ameri- 
can Motors’, and perhaps a third of 
Ford’s. (It still has virtually no Gen- 
eral Motors passenger car tire volume, 
though Goodyear does do a nice busi- 
ness with GM in truck and industrial 
tires.) 

True to the Litchfield credo of mar- 
ket dominance, Goodyear meanwhile 
also remains the industry’s largest 
producer of replacement tires—a mar- 
ket in which it counts on a steady 4% 
to 5% annual increase in demand. Yet 
in this it is now just what it has been 
all along. 

Youth Movement. One big change at 
Goodyear is entirely obvious: the new 
blood that Thomas has brought into 
its management. A onetime personnel 
manager, Thomas had hardly suc- 
ceeded to Goodyear’s top spot when 
he began the gradual application of a 
policy of permissible retirement at 65, 
mandatory retirement at 68. Since 
an entire generation of Goodyear ex- 
ecutives was then approaching retire- 
ment age, he thereby opened the door 
to a wholesale flood of promotions. Of 
the company’s 124 top executives, no 
fewer than 72 have moved up into 
their current jobs in the past four 
years. 

The result has been to give Good- 
year’s top executive group a youth- 
ful look. Thomas himself is 61. Rus- 
sell DeYoung, who fills Thomas’ old 
job as president (and normally rides 
herd over production, research and 
most domestic operations) is 51. Back- 
stopping DeYoung is an _ equally 
youthful group: such comparative 
youngsters as Victor Holt Jr., execu- 
tive vice president for sales, 52; pro- 
duction boss Sam DuPree, 49; Leland 
E. Spencer, president of Goodyear’s 
Canadian subsidiary, 52; and Richard 
A. Jay, coordinator of the non-tire 
divisions, 43. 
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COST CONTROL 


Goodyear’s steady improvement 
since 1955 has .binged on diligent 
cost control, which enabled its op- 
erating profit to continue up de- 
spite fluctuations in sales. 
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In similar fashion a new manage- 
ment generation has arisen through- 
out the Goodyear empire of 100.000 
employees and plants in 59 locations 
scattered from Akron to Africa to 
Australia. 

New men have meant new ways for 
Goodyear. One such change is its con- 
spicuously heightened emphasis on 
sales, now the special province of Ex- 
ecutive VP Vic Holt. Historically, 
Goodyear has been somewhat ambiv- 
alent toward a continuing all-out sales 
effort. Paul Litchfield made a name 
for himself in the industry by con- 
ducting fierce but sporadic price wars 
in the replacement tire market. But 
the same effort was not consistently 
applied throughout Goodyear’s busi- 


GOODYEAR BRAZILIAN OUTPOST: 


ness. As Holt puts it: “Mr. Litchfield 
used to believe that if you made the 
best product in the industry and put 
Goodyear’s name on it, you hardly 
needed a sales department.” 

The Outer Seven. The most signifi- 
cant administrative change Thomas 
wrought, however, was setting up of 
seven non-tire divisions} as separate 
operating units, each under its own 
general manager. These divisions have 
an importance to Goodyear quite be- 
yond the estimated $300 million they 
contribute to its annual volume be- 
cause they represent most of the fields 
in which the company can reasonably 
hope to outpace the slow growth of 
the rubber industry. Organizationally 
they are a curious blend of central- 
ization and decentralization. Each 
division’s key operating people are 
responsible both to the division's gen- 
eral manager and to the company- 
wide heads of production, sales, de- 
velopment and the like. 

Goodyear’s Thomas is aware of the 
perils in this unorthodox structure. 
He adopted it because he was con- 
cerned lest completely decentralized 
divisions ride off in all sorts of con- 
flicting and costly directions. “We 
never went the full decentralization 
route,” he says, “and I’m glad we 
didn’t.” Yet he was also flexible 
enough to take the other route with 
Goodyear Aircraft, which is an au- 
tonomous operation. So is Goodyear 


In order of size, the seven are: industrial 
products (hose, belting, etc.) chemicals 
(mainly synthetic rubbers, plastics and res- 
ins) aviation products (aircraft tires 
wheels, brakes, etc.); foam products; film and 
flooring (but not including rubber floor tile 
which the company has discontinued); metal 
products (chiefly rims for heavy vehicles) 
and finally, shoe products, such as Neolite 
soles and heels, accounting for about one- 
tenth of 1% of total company volume 


in the home of natural rubber, white sidewalls swelled the profits 
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PRES. DeYOUNGE (1.) & SAM DuPREE: 
from Texas, “natural” rubber 


International Corp., and so is Good- 
year’s Kelly-Springfield subsidiary. 

Cents & Sense. This flexibility, he be- 
lieves, has enabled Goodyear to make 
smart use of its expansion dollars. 
Projects (which are picked from the 
“red book,” a folder that reposes in 
the lower right-hand drawer of 
Thomas’ desk) are selected with a 
sharp eye to current needs. Thus in 
1958, when Detroit's demand for 
original equipment tires was down 
nearly a third, a much larger than 
normal share of capital expenditures 
was sluiced into cost-paring modern- 
ization. 

Most of Goodyear’s capital outlays, 
of course, are tabbed for use where 
they promise to fatten the company’s 
margin—though money is also spent 
defensively in such low-profit areas 
as industrial rubber products, the net 
from which is well below the com- 
pany-wide average. But the biggest 
points of concentration in recent years 
have been chemicals and international 
operations. “Overseas,” says Thomas, 
“our business is growing at a faster 
rate than at home. Therefore, inter- 
national has had more than its share 
of capital projects.” 

Since 1955, about a third of Good- 
year’s capital spending has been spent 
abroad, and this share will be even 
higher in 1960. As a result, Goodyear 
has brand-new plants in Colombia, 
Venezuela, the Philippines, Scotland, 
France and Western Canada, with an- 
other nearing completion in India. 
Another dozen overseas plants have 
been expanded. As a result, just over 
30% of Goodyear’s earnings last year 
came from its foreign subsidiaries. 

Chemical Change. Into Goodyear’s 
chemical division has gone some $75 
million in capital spending over the 
last five years, or just over 20% of 
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the company’s total outlay. Some $12 
million of it bought the Houston syn- 
thetic plant, into which Goodyear has 
since put another $10 million. 

Goodyear, itself, uses only 75% of 
the Houston facility’s capacity of GRS 
rubber (the type used in passenger 
tires). The rest, upward of 60,000 
tons, has consistently been sold on 
the open market, enabling the plant 
to run flat out, instead of at the syn- 
thetic rubber industry’s current aver- 
age of 80% to 85%. 

The chemical division’s other major 
venture, its new $10-million polyester 
plant at Point Pleasant (W. Va.), has 
as yet only one customer for its resin 
output—Beaunit Mills, which uses it 
to make its Vycron fiber in competi- 
tion with du Pont’s Dacron and East- 
man’s Kodel. But Goodyear itself is 
assiduously pushing polyester film, as 
well as investigating the possible use 
of polyester in tire cord; and the 
Point Pleasant plant will probably be 
doubled in size within the next few 
years. 

Both plants, however, may eventu- 
ally be overshadowed by a recently 
announced one at Beaumont (Tex.) 
where Goodyear will produce “syn- 
thetic natural” rubber, which dupli- 
cates the characteristics of the tree- 
grown article. Its initial cost will ex- 
ceed $20 million. Given the current 
level of technology, “synthetic nat- 
ural” can be made profitably at about 
35 cents a pound, while natural rub- 
ber, which currently sells at 43c, can 
be produced on efficient plantations 
for under 20c a pound. So Goodyear 
is making the new plant convertible, 





WIDENING LEAD 


Under Chairman Eddie Thomas, 
Goodyear has pushed both volume 
and profits ahead faster than its 
three chief rivals, Firestone, U.S. 
Rubber, and rich 
































RIM ASSEMBLY LINE: 
for tractors, trucks, trailers 


at some increase in capital cost, to 
production of another synthetic rub- 
ber, polybutadiene, which offers 
marked advantages when substituted 
for, or combined with, standard GRS 
synthetic in passenger car tires. 

Getting & Spending. Thomas’ has 
been a spending management—prob- 
ably the biggest secret of its success. 
Between 1956 and 1959 its capital out- 
lays totaled $281 million. In terms 
of percentages of dollar volume, this 
spending exceeded both Firestone’s 
and Goodrich’s, and was considerably 
higher than U.S. Rubber’s. 

It came from an available cash flow 
(retained earnings plus depreciation) 
of just under $350 million, leaving 
only $69 million as new working capi- 
tal to finance a $221 million increase 
in sales volume. That is something 
less than the $1-to-$3 working capi- 
tal-new sales ratio the rubber in- 
dustry regards as normal. 

This year Goodyear’s capital spend- 
ing will jump to above $75 million 
(vs. $55.6 million last year), leaving 
stockholders little ground for hope of 
any substantial increase in the cur- 
rent dividend of 90c plus, in recent 
years 2% in stock. 

Where Now? As of now, it seems 
doubtful whether this year Good- 
year—or any rubber company—can 
extend by much the gains in net profit 
made over the past several years. “I 
think you'll see the volume hold up,” 
said Thomas last month, “but the 
profits will be harder. It’s going to 
take a lot of doing to maintain the 
margin per sales dollar.” 

But Goodyear’s new stature also 
makes something else a good proba- 
bility as well: that it will take rivals a 
lot of doing to narrow the gap Thomas 
has opened between them and Good- 
year. 
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THE ECONOMY 


A 1960 RECESSION? 


“We're in a recession, all 

right,” says one group of 

economists. The only ques- 

tions are: “How long and 
how bad?” 





Tue U.S. is in a full-fledged but so 
far rather moderate recession. That, 
bluntly stated, was the conclusion 
reached last month by some statisti- 
cians and economists after studying 
the latest Department of Commerce 
business figures. For the sixth straight 
month, manufacturers’ shipments of 
durable goods in May had exceeded 
incoming new orders by a substantial 
margin. Current output, in other 
words, was borrowing from future 
sales. The conclusion drawn by many 
economists: the U.S.’ current rate of 
industrial output, already down some 
2% from its January high, was head- 
ing lower still. 

In each previous recent recession, 
they pointed out (see chart), an ex- 
cess of shipments over new orders 
had started a vicious cycle of cut- 
backs in output and further order 
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cancellations. In the past, not until 
manufacturers’ deliveries (i.e., sales) 
turned sharply down and the reces- 
sion worsened, was the turning point 
reached. At that point new orders 
began to exceed deliveries, and the 
output curve turned up. 

How far advanced along is the 
1960 recession—if recession it is? On 
the showing of past experience, the 
economy should be about one third of 
the way along the progression. How 
bad will it get? So far the figures for 
1960 give little cause for optimism, as 
these economists read them. Through 
May, manufacturers’ sales of durable 
goods outran new orders by $76.3 bil- 
lion to $72.8 billion. That $3.5 billion 
gap was actually some $500 million 
larger than the imbalance in the first 
five months of recession-bound 1957. 
Unfilled orders at May’s end stood 
$2.1 billion lower than they had a 
year earlier. 

Even the most pessimistic Cassan- 
dras admit that a dramatic change 
in the international scene could 
change the situation overnight. But 
as things stood last month, the statis- 
tics offered little immediate comfort. 


DRUGS 


PREVENTIVE 
MEASURES 


By carefully minding its old- 

fashioned p’s and q’s, Bristol- 

Myers has devised a potent 

prescription for corporate 
health. 


Seven or eight years ago there were 
a good many executives at Bristol- 
Myers Co.* who heartily wished they 
had never heard of ethical drugs. A 
longtime maker of proprietary drugs 
and such sundries as Ipana toothpaste, 
Sal Hepatica and Mum deodorant, the 
Manhattan-based company had made 
a big splash in penicillin. But after two 
highly profitable years, the bubble 
burst: penicillin literally became a 
drug on the market. Stiff competition 
slashed its price repeatedly, and be- 
tween 1951 and 1953 Bristol-Myers’ 
earnings plunged 61%. 

Since then, Bristol-Myers has care- 
fully minded its p’s (for drug proprie- 
taries) and q’s (for cosmetic quid- 
dities). Under Lee Bristol, now chair- 
man, and President Frederic N. 
Schwartz, who succeeded Bristol as 
chief executive in 1957, it has leaped 


*Bristol-Myers Co. Traded NYSE. Recent 
gates: 553%. ronge (1960) : high, 63; low, 
%%. Dividend (1959): 85c. Indicated 1960 
Bron $1.05. er r share (1959): 
1.70. Total assets: $84.5 million. Ticker sym- 
bol: BMY. 


BRISTOL-MYERS’ SCHWARTZ: 
an eye for opportunity 


at every chance to expand these lines. 
Though still active in the ethical drug 
race, Bristol-Myers now gets more 
than three quarters of its volume from 
its less risky proprietary drugs and 
toiletry products. 

Each and Every Quarter. Ever since 
its ethical drug debacle in the early 
1950s, Bristol-Myers has hiked its 
sales and earnings with almost mo- 
notonous regularity. It did so again 
last month, when Schwartz toted up 
figures for 1960’s second quarter—the 
eighteenth consecutive quarter in 
which the company had improved its 
earnings over the year before. 

“Our intent,” says Schwartz, “is to 
specialize in trade name, packaged 
consumer products.” That is a pre- 
scription both Lee Bristol and 
Schwartz have administered repeat- 
edly. Sometimes it has been exercised 
in negative ways. Just before Schwartz 
took over, Bristol disposed of two 
divisions: Rubberset, a maker of paint 
brushes, and Sun Tube, producer of 
collapsible tubes. Last. year Schwartz 
himself got rid of Kimball Mfg. a 
plastics manufacturer. 

Meanwhile, both kept their eyes 
open for opportunities to strengthen 
Bristol-Myers’ basic product lines. In 
1958, for example, Schwartz annexed 
Grove Laboratories, thereby expand- 
ing his cold remedy wares with 
Grove’s 4-Way Cold Tablets and 
Bromo Quinine. Last year he made an 
even bigger acquisition, snapped up 
Clairol, Inc., a maker of hair tinting 
preparations. That gave Bristol-Myers 
a far broader stake in cosmetics. 

The Breakthrough. This emphasis on 
proprietaries and cosmetics has helped 
Britsol-Myers boost its earnings per 
share 254% since 1953, though sales 
have risen only 137%. Yet Fred 
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Schwartz also remains enthusiastic 
about growth prospects for his ethical 
division, Bristol Laboratories. “The 
particular glamour of ethical drugs,” 
he explains, “is that you engage in so 
much research that you stand the 
chance of turning up a tremendous 
new market.” 

It is possible that Bristol Labs has 
recently done just that with Syn- 
cillin, an oral synthetic penicillin de- 
veloped in cooperation with England’s 
Beecham Research Laboratories and 
placed on the market only last Novem- 
ber. Some drug men, Bristol-Myers’ 
hopefully among them, believe that 
Syncillin represents a breakthrough 
which will ultimately result in an en- 
tirely new family of synthetic penicil- 
lins for a wide range of medical uses. 

Yet even if Syncillin is really that 
good, there is little chance that Bristol- 
Myers will go overboard with it as it 
did with penicillin. This time Bristol- 
Myers is probably too well immunized 
—both through diversification and 
cold experience—to wind up blindly 
on the sick bed again. 


FOOD CHAINS 


OWING & OWNING 


Food Fair is one grocer 
who doesn’t shun brick & 
mortar. That means extra 
debt—but so far it has also 
meant extra profits. 





“PEOPLE are always howling to me 
about how much money we owe,” 
complains Food Fair Stores* President 
Louis Stein. “I tell ‘em: So what? 
Look at all the property we own.” 

Supermarket operators generally 
try to keep invested capital low in 
order to keep percentage returns high. 
To avoid tying up capital in brick & 
mortar, most food chains prefer to 
lease stores. They rarely buy real 
estate. Of an estimated 21,000 chain 
supermarkets in the U.S., the great 
majority of them operate in leased 
premises. 

Not Food Fair. It has always been 
real-estate-minded. Food Fair’s chair- 
man and largest single stockholder, 
in fact, is Samuel Friedland, a Phila- 
delphia realtor who currently devotes 
much of his time to Florida realty. 

The U.S.’ sixth largest grocer, Food 
Fair already owns 67 and controls 120 
of its 404 stores. Of the approximately 
40 it is building this year, it either 
owns or has control of 20. “Let the 


=| Fair Stores, Inc. Traded NYSE. Re- 
cent = ce: 3044. Price range (1960): hi 
3414; low, 30. Dividend (fiscal 1960) : 
2% ‘stock. Tadicated fiscal 1961 payout: 
Earnings per share (fiscal 1960): $2.10. Total 
assets: $160.1 million. Ticker symbol: FFS. 
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SUPERMARKET IN ‘Why should’ N. J. 


FOOD FAIR’S STEIN: 


should we worry about debt?’ 


others lease all the stores they want,” 
says Stein. “I just wish we owned all 
of ours. 

Who’s Worried? Real estate being a 
leveraged kind of operation, it is in- 
evitable that Food Fair has piled up 
a debt load that would make most 
supermarketers nervous. A&P, for 
example, has no funded debt at all, 
operates entirely with equity capital. 
Safeway Stores, with more than three 
times Food Fair’s sales, has a smaller 
debt load. Food Fair’s debt: $48 mil- 
lion, 40% of total capitalization. 

Argues Stein: “Sure, buying prop- 
erty means getting into debt. But 
when our competitors’ leases are up 
all they'll have to show for them 
are canceled checks. We'll have a 
nice package of fully amortized prop- 
erty.” 

By this time next year, says Stein, 
Food Fair will have $45 million in 
real estate on its books. But since 
Food Fair has been buying stores for 
the past 20 years, many of them are 
worth considerably more than their 
carrying price. Thus Stein estimates 
that Food Fair’s stockholders have an 
unrealized equity of about $20 mil- 
lion (approximately $4 a share) in 
unrealized real-estate profits. 

Big Saving. By owning instead of 
renting stores, Stein figures he saves 
about 10% to 15% of normal rental 
costs, or as much as $5,000 a year on a 
big (25,000 sq. ft.) supermarket. 

Says Stein: “Any saving in this 
business is a big one.” So big in this 
case that Stein can point to a 16.6% 
return on equity, a figure unrivaled 
by any of Food Fair’s five larger com- 
petitors (e.g., Kroger, 14.1%; Ameri- 
can Stores, 8.8%). While the food 
chain industry’s average profit mar- 
gin has slipped a notch in 1960 to 
about 1.2 cents on each dollar of sales, 
Stein reported a healthy 1.5c net 
margin and a 9.6% rise in profits for 
$2.10 a share for the fiscal year end- 
ing April 30, 1960. 

Shopping Centers, Too. Not content 


with merely owning their own stores, 
Friedland and Stein have put up since 
1955 $4.3 million of company money to 
bankroll Food Fair Properties. This 
five-year-old offspring has since be- 
come the largest publicly owned 
developer of suburban shopping cen- 
ters. Food Fair Properties operates 
20 shopping centers in roughly the 
same territory that Food Fair Stores 
covers—the eastern seaboard. By the 
fall of 1961, it will be operating about 
ten more. Its approximately $80 mil- 
lion worth of real estate will then be 
producing $8.5 million in rents and 
about $2 million in cash flow, of which 
Food Fair Stores share is 44%. 

“And all we have invested,” gloats 
Stein, “is $43 million.” Although 
Food Fair’s share in Food Fair Prop- 
erties’ earnings could be consolidated 
into the parent’s earnings, Stein and 
Friedland prefer to plow it back into 
new shopping centers. 

“With this kind of cash flow,” asks 
Stein rhetorically, “why should we 
worry about debt?” Adds he: “All 
this is going to have a terrific effect 
on our equity position some day. 
When the property we have now, both 
in Food Fair Stores and in Properties, 
is amortized to zero, it will be worth 
$20 a share in equity to our stock- 
holders.” 

Attractive Arithmetic. This kind of 
arithmetic, in fact, may help explain 
recent moves toward greater real- 
estate investment by some other food 
chains. Jewel Tea, the nation’s twelfth 
ranked food chain, for instance, has 
been buying some of its own stores. 
Grand Union has gotten into shopping 
center real estate. 

For Stein, the man who has be- 
lieved in store ownership all along, 
this is the sincerest form of flattery. 
“For years,” says he, “everyone said 
we were making a mistake with our 
real estate. Now that they see it is 
beginning to pay off, maybe some of 
them are thinking that they are the 
ones who made the mistake, not us.” 
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SIR WILLIAM LYONS: 


JAGUAR SPORTS SEDAN 


Even the British government could not stop the momentum 


AUTOS 


THE LONER 


No automaker has so success- 

fully combined a prestige 

cachet with volume produc- 

tion as has Britain’s Jaguar 
Cars, Ltd. 


For THE past few years, the hottest 
thing on wheels has been Britain’s 
Jaguar Cars, Ltd.* Out of its one plant 
at Coventry, England, have rolled a 
steady stream of sleek, low Jaguar 
sports cars and sedans. Prestige cars, 
they were eagerly snapped up by cus- 
tomers all over the world. Up went 
Jaguar profits in an unbroken line, 
and at a rate of climb which few auto- 
makers anywhere could match (see 
chart). 

Then early this year, no less a force 
than the British government stepped 
on the Jaguar brake. Already produc- 
ing at full capacity, Jaguar’s Chairman 
Sir William Lyons wanted to expand 
his single big 1 million sq. ft. plant at 
Coventry. Britain, however, permits 
automakers to build new plants only 
in areas of high unemployment, which 
Coventry is not. Understandably, 
Sir William refused to scatter his pro- 
duction lines, and Jaguar seemed ef- 
fectively stalled. 

Shifting Gears. But by last month, 
Jaguar had abruptly shifted gears and 
was rolling along in high again. De- 
spite the Government injunction, Sir 
William Lyons was getting ready to 
build new Jaguar production lines just 
five minutes away from his Coventry 
plant. Already, ten production engi- 
neers were swarming over the new 
Jaguar plant, marking out the sites for 
assembly lines and heavy machinery. 


*Jaguar Cars, Ltd. ADRs. Traded over- 
the-counter. Recent price: 834. Price 
(1960) : high, 10%: low, 514. Dividend 
1959): 14c. Indicated fiscal 1960 payout: Il4c. 
Earnings r share (fiscal 1959): . Total 
assets: 8 million. 
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What Sir William had done, in effect, 
was to pull one of the neatest tricks in 
Britain’s long financial history. To 
boost production without breaking the 
law, Jaguar had simply paid out $9.5 
million to Birmingham Small Arms 
for its famed but largely moribund 
Daimler subsidiary, maker of luxury 
sedans and owner of an idling 1 million 
sq. ft. auto plant in Coventry. “All the 
Daimler production facilities were not 
being utilized,” says Sir William, “and 
we plainly needed them. The acquisi- 
tion fulfills our urgent need for ex- 
pansion.” 

Prestige on a Budget. A self-made 
independent man with a reputation as 
a “loner,” Lyons has made a career of 
doing the unexpected. Born of a mid- 
dle class family, he started out work- 
ing with his hands making sidecars 
for motorcycles. Carmaking first 
caught his fancy when he designed a 
body for British Austin. Determined 
to make the whole car, in 1931 he 
brought out a high-powered, racy 
sedan billed as “the car with the 
£1,000 look.” It sold for just £310. 

Four years later in the midst of the 
depression he gave it the Jaguar name, 
after looking over a list of 500 possi- 
bilities. “I like the sound of Jaguar,” 
he concluded. “It has everything we 
want to imply—power, speed and 
grace.” 

Since then, Jaguar has enjoyed a 
cachet for excellence at upper middle 
class prices unique in its industry. But 
its production in quantity dates from 
1948, when a technically advanced 
engine and a racy new Jaguar body 
really put it on the high road to profit. 
They were assembled in the famed 
Jaguar XK 120, which swept one 
sports car rally after another on the 
Continent and in America. The public 
swarmed to buy them. 

Unbeatable Combination. For Jaguar 
itself, the XK 120 turned out to be a 
car with an unbeatable combination 
of built-in values. The “Jag” had 
prestige as an expensive, but not too 


expensive, car (U.S. price range: 
$4,700 to $6,300). Yet its unchanging 
style produced the sort of profits usu- 
ally associated with mass-produced 
cars. 

Sir William makes no bones about 
how he drew this winning combina- 
tion. “I think,” he says, “it has been 
due to the policy of making a first- 
class car by high efficiency methods 
We may spend £20,000 on a machine 
designed for a single set of operations 
—but by doing them more efficiently 
than any skilled man, we save time 
and money and make it possible to 
achieve a first-class product.” 

Also first class has been the effect 
on Jaguar’s profits. In fiscal 1959, 
Jaguar better than doubled its profits, 
(to 89c a share). For the fiscal year 
ended last month, conservative esti- 
mates put Jaguar profits up anothe: 
18% (to $1.05 a share). Now that 
Jaguar has the Daimler plant and can 
boost its production by 25%, to more 
than 28,000 cars a year, the trend is 
likely to continue up. 

Goodby to Gold Plate. One question 
that has fascinated London's Ex- 
change is what Sir William hopes to 
get out of Daimler itself, an outfit long 
on prestige but very short on volume. 
Under former Chairman Sir Bernard 
Docker, Daimler made news with 
Lady Docker’s gold-plated Daimler 
and the couple’s well-publicized hi- 
jinks on the Continent. But Daimle: 
made very few cars (among its best 
customers: the Royal family) and 
little profit. 

Sir William apparently feels that 
there is a fair market for the Daimler 
name and for its high-priced limou- 


— SWIFT AND SURE — 


Jaguar Cars’ earnings have grown 
far more rapidly than those of the 
giants, British Motor Cor; ion 
(Austin, Morris, M.G.) and Ford of 
England. Only once in the last dec- 
ade have Jaguar's earnings failed 
to increase —in 1956-57 when a 
major part of its plant burned 
down. 
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sines. He is also enthusiastic about 
Daimler’s new sports car, which could 
have become a Jaguar competitor. 
“U.S. demand for Jaguar sedans,” he 
points out, “has doubled over the 
past year. We expect to expand the 
sale of Daimlers, too, particularly the 
sports car.” 

Sir William quickly adds, however, 
that one feature now will be missing 
from the Daimler cars. “They will 
not,” he says, “be gold-plated, I’m 
afraid.” 


MINING 


PICKING 
UP THE PIECES 


After 1966, Canadian uran- 

ium’s prospects are question- 

able, to say the least. But Rio 

Algom’s stockholders should 

be well ahead of the game 
by then. 


Tue darkest hour for the Canadian 
uranium industry struck on Novem- 
ber 6, 1959 when the U.S. Atomic 
Energy Commission dropped its op- 
tions to buy more Canadian uran- 
ium after current contracts were 
filled. The news was grimmest of all 
for giant Rio Tinto Mining Co. of 
Canada, Ltd. Sponsored jointly by 
Britain’s Rio Tinto Co., Ltd. and 
multimillionaire Brooklyn mining 
speculator Joseph Hirshorn, the Rio 
Tinto group had poured around $250 
million into uranium mines and mills 
in the Blind River area of Ontario. 
Now it was faced with the loss of its 
only important customer. 


PRESIDENT WINTERS: 
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A saving grace was that the con- 
tracts with Uncle Sam could be ex- 
tended to 1966. Armed with these 
contracts last month, Rio Tinto’s 
President Robert Winters and parent 
company Chairman Gerald Coke 
were hard at work picking up the 
shattered pieces of Rio Tinto’s $250- 
million dream. 

Rio Algom Is Born. There were four 
separate companies involved: Algom 
Mines, Ltd., Pronto Mines, Milliken 
Lake Mines and Northspan Mines. 
On the basis of existing contracts, 
Algom was extremely profitable. 
Pronto, too, was operating in the 
black. But Milliken Lake had lost 
money, and Northspan, whose capital 
costs had run $30 million over esti- 
mates, was in serious trouble. 

With the cooperation of the AEC 
and the Canadian government, Win- 
ters and Coke worked out a potential 
solution based on an amalgamation of 
the four companies. The new com- 
pany: Rio Algom Mines, Ltd.* 

Then they closed high-cost mines 
and concentrated all production in 
four low-cost mines. To the combine, 
near-bankrupt Northspan brought 
enough tax credits to enable the new 
company to earn $174 million in 
profits without paying a penny in 
income taxes. 

Profits at Last. On the basis of the 
pooled contracts, Winter and Coke 
figured that Rio Algom mines would 
produce 28 million pounds of uran- 
ium by the end of 1966 and sell it for 
$300 million. As their low-cost ore 
is exhausted, they will close down 
the mines one by one. By 1966, only 


*Rio Algom Mines, Ltd. Traded American 
Stock Exc : : 65%. ce 
range (1960) : 6%. Dividend 

1959): none. Indica payout: none. 

rnings per share (1959) : none. Total assets: 
$145.4 million. Ticker symbo!: ROM. 


RIO ALGOM’S QUIRKE MINE: 
security for a few years, after that a great big question mark 


the efficient Algom-Quirke mine will 
still be producing. By then, Rio 
Algom expects to be the only uranium 
producer in Canada. 

All these operations, according to 
knowledgeable estimates, should pro- 
duce about $120 million in cash flow 
for Rio Algom, or over $12 a share. 
That would be considerably more 
than Rio Algom’s recent market price 
(658) or book value ($6.54). It would 
enable the company to pay off its 
debt and write its operating assets 
down to nothing on the books. 

As further icing to its cake, Rio Al- 
gom was negotiating with the bank- 
rupt Stanrock Uranium and with 
Stanleigh, two U.S.-financed Canad- 
ian companies, to buy another $120 
million in uranium production con- 
tracts. If the deal goes through, Rio 
Algom’s mines could boost their 
volume by a full one third and could 
produce several dollars a share more 
in its six-year cash flow. 

After 1966, What? But what be- 
comes of the company when the last 
contract expires in 1966? Says Chair- 
man Coke: “We will then possess as- 
sets which have been completely 
amortized, and which should be capa- 
ble of producing uranium as cheaply 
as any comparable mines anywhere in 
the world.” 

But will anyone buy its output? 
Says Coke, hopefully: “It would ap- 
pear that by about 1970 demand will 
have overtaken the accumulated 
excess of supply and thereafter—de- 
pending on a number of imponder- 
ables—there may be a shortage of 
the metal in the free world.” That 
seemed little enough hope to go on, 
but if Rio Algom’s current plans 
work out, current stockholders should 
be well ahead of the game by then. 


GERALD COKE: 
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r—GOLDEN HOARD? 


In the movies made between 1948 
and 1960, Wall Street thinks 
Hollywood may have a valuable 
asset, How valuable? A recent sale 
of post-48s earned Warner Broth- 
ers approximately $100,000 a pic- 
ture. Here is the official estimate 
of post-1948 movies owned by the 
major movie-makers. 


Feature 

__Films Subjects 
230 440 
500 175 
361 201 
316 355 
400 600 
275 650 


Short 


Company 


Paramount 
20th Century 
MGM 


Universal 
Columbia 
Warners 











ENTERTAINMENT 


UNLOCKED VAULT 


Now that Warners’ has 

opened its vault, Wall Street 

can almost hear the pleasant 

jingle of TV sales from hun- 

dreds more of Hollywood's 
old films 





For tone years Hollywood’s movie- 
makers have stood guard over vaults 
which Wall Street dearly wanted to 
crack. In those vaults were all the 
movies Hollywood has made since 
1948, a treasure-trove most of which 
was amortized many years ago and 
now would bring a fat $300 million 
or more in sales to television. There 
was a better-than-even chance that 
the proceeds would be taxed at low 
capital gains rates, just as the pre- 
1948 films were. 

The moviemen, however, kept a 
tight lock on their vaults. They ar- 
gued that their own business would 
be hurt by recent movies appearing 
on TV. To restive stockholders the 
movie moguls soothingly claimed 
that, like old wine, those films were 
adding value with age as TV ran 
through its existing backlogs of old 
movies. 

Enter Jimmy Valentine. Last month, 
however, at least one of the big 
vaults was sprung open. Canadian 
Wheeler-Dealer (Universal Con- 
trols, General Development) Louis 
Chesler made a deal with Warner 
Brothers to lease 122 of WB's post- 
1948 films. Among them: such top 
grossers as “A Star Is Born,” “Battle 
Cry,” and “East of Eden.” The price: 
a minimum $11 million, plus half the 
profits after Chesler recovers his own 
costs and distribution expenses. 

Eventually, that could mean as 
much as $20 million for Warner 
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Brothers. But even with the mini- 
mum payment, the company was 
getting roughly $100,000 for each 
old film. 

More to Come? .Would the other 
studios open their yaults? Said Part- 
ner Gerald Loeb of E.F. Hutton & 
Co., a close follower of movie stocks: 
“It’s all a matter of bargaining—but 
it’s going to come, step by step.” 

The betting was, however, that 
most moviemen would delay as long 
as possible. For one thing, such huge 
windfalls would probably lead to 
stockholder demands for better divi- 
dends or tenders for outstanding 
stock. On past performance this 
would run against the grain of 
moviemen who tend to resist any- 
thing that might lessen their author- 
ity or )prestige—or the assets under 
their control. 

But several, Wall Street thought, 
might not be able to fend off the evil 
day. One was Twentieth Century- 
Fox’s President Spyros Skouras. 
Skouras has been so far, unable to 
collect for the sale of his valuable 
West Coast studio. Yet he must 
somehow find money to balance huge 
losses on his current movie-mak- 
ing—or face possible stockholder re- 
bellion. 

Another shaky lock was that on 
the vault of Columbia Pictures’ Presi- 
dent Abe Schneider. Laboring under 
back-breaking overhead from its 
studio and distribution chain, ham- 
pered by losses on several big mov- 
ies, Columbia has been losing money 
steadily since 1957, moreover has 
gone through most of the proceeds of 
its pre-48’s. Last month Schneider 
reportedly was negotiating to rent out 
more than 40 of his post-1948 films 
through Screen Gems, which is Co- 
lumbia’s TV subsidiary. 

The Holdovts. Other moviemen, 
however, were apparently willing and 
able to wait. Well-heeled Metro- 
Goldwyn-Mayer’s President Joseph 
Vogel said he was not at all disposed 
to sell his old films. 

Equally adamant was Universal 
Pictures. President Milton Rackmil 
has long since sold off his studio and 
cut his distribution costs, thus is not 
choked by a crushing overhead 
(Forses, April 15). “U,” which is 87% 
owned by Decca Records, is going 
through the best year in recent his- 
tory, was in no rush to sell. 

The Dear, Dead Days. But Wall 
Street, long sour on movie stocks, 
had smelled cash. Near month's end, 
most movie stocks were at their 1960 
highs, and some, Warner Brothers 
among them, were selling at prices 
they had not reached even in the 
dear, dead days before TV put its 
cyclopean evil eye on the movies. 
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ELECTRICAL EQUIPMENT 


NARROWING GAP 


Credit Westinghouse’s Mark 

Cresap with one thing: real 

progress toward matching 

rival General Electric in prof- 
itability. 





“We po not intend,” Mark Cresap 
has often proclaimed, “to be anything 
less than first in the electrical equip- 
ment business.” Cresap heads West- 
inghouse Electric Corp., perennial 
second runner to General Electric in 
its industry. His company has some- 
thing less than half the sales ($1.9 
billion last year) of its rival ($43 
billion), and is less than half as prof- 
itable (a 9.7% return on stockhold- 
ers’ equity last year vs. GE’s 20.9%). 
Understandably, his words have been 
met with little more than skeptical 
smiles and polite murmurs. 

Yet by last month Cresap had 
made some visible progress in nar- 
rowing the gap between Westing- 
house and GE in profitability. On a 
mere 4% rise in sales, Westinghouse’s 
first-half net rose 18°; to $40.5 million. 
Meanwhile at General Electric, Chair- 
man Ralph Cordiner reported sales 
off 2%, earnings off 5% (to $111.4 
million). One big influence: “disap- 
pointing” sales of big consumer ap- 
pliances, a market in which GE 
looms as a considerably bigger facto 
than Westinghouse. 

For all his gains, Cresap still has a 
long way to go to match GE in profit- 
ability. Still, he is clearly determined 
to establish Westinghouse as a money- 
maker second to none—even if it has 
little chance of catching GE in sales. 
Says he: “We are dedicated to im- 
proving Westingshouse’s profits, 
modestly but sudstantially.” 


not 





COTTON MERCHANTS 


WEB OF FORTUNE 


After two years of assorted 

international difficulties, An- 

derson, Clayton at last ap- 

pears to have struck a happy 
balance. 





OnE company that has always kept 
its own counsel about prospective 
earnings is Houston, Texas’ Ander- 
son, Clayton & Co.,* the world’s 
largest cotton merchandiser. Be- 
cause of the fluctuations in the com- 
modities Anderson, Clayton handles, 
its Georgia-born boss, Chairman La- 
mar Fleming Jr., 67, never dares to 
guess publicly what earnings will be 
until the last figure has come forth 
from the calculator. As far as Flem- 
ing is concerned, Wall Street can 
make its own predictions at its own 
peril. 

Last month, however, the risk in 
estimating the state of Anderson, 
Clayton’s fortunes for once seemed 
minimal. After reporting a 60.3% 
gain in earnings (to $2.95 per share) 
in its first half, Anderson, Clayton 
was all but certain to show its high- 
est full year profits since 1951, the 
year of the Korean War boom. One 
unofficial estimate for the year ended 
in July: $5 per share, well above 
1959’s $3.77 per share. 

Here & There. Though Anderson, 
Clayton is not so exclusively the 
cotton broker it once was, cotton 
brokerage activities still bring in 


*Anderson, Clayton & Co. Traded NYSE. 
Recent price: 40. Price range (1960): high, 
41%; low, 36. Devidens. {gave 1959) : $2. Indi- 

1 . Earnings per 
377. otal assets: $369 
million. Ticker symbel: AYL. 





BACK IN FORM? 


Having weathered unstable market 
conditions and foreign exchange 
problems in recent years, Anderson, 
Clayton now is doing well both here 
and abroad. Its earnings this year 
are ne to be at a nine-year 











(Fecal Years Ending July 31) ™ 





more than half of its volume. Ac- 
counting for the rest are cotton 
ginning and storage, vegetable oil 
pressing, coffee merchandising and 
distribution of such food products as 
shortening and margarine. Of its 
foreign plant facilities (about one 
third of net property), most are lo- 
cated in South America. 

“Ours is essentially a volume busi- 
ness,” says Fleming. “If we get big- 
ger volume, we can spread our over- 
head more widely, and that means 
less of a cost toll against each bale 
of cotton.” Yet volume alone is not 
enough. Only when the cotton busi- 
ness is good both at home and abroad 
do the profits really roll in at Ander- 
son, Clayton. 

This is a highly problematic state 
of affairs. For example, in fiscal 1957 
Anderson, Clayton had one of its 
better postwar years, netted $15.4 
million. Yet the next year, when 
U.S. cotton consumption dropped, 
domestic earnings fell from $8.2 mil- 
lion to $6.1 million. Meanwhile, ex- 
change adjustments (particularly in 
Brazil) chopped foreign earnings 
from $7.3 million to just $2 million. 
Total earnings: $8.1 million ($2.49 
per share). 

In fiscal 1959 Anderson, Clayton 
faced another hazard: the new US. 
Government cotton program. Net on 
domestic operations dropped to $1 
million, but the uncertainty so stimu- 
lated foreign business that Fleming 
netted an over-all $12.3 million ($3.77 
per share). 

Back in Balance. Now at last, after 
an extended period of instability, 
Anderson, Clayton’s foreign and do- 
mestic operations appear to be back 
in balance. In the crop year now 
ending, domestic consumption of cot- 
ton is up 3.4% to about 9 million 
bales. Exports are up a mighty 150% 
to about 7 million bales. Taken to- 
gether, they have produced a sharp 
upturn in Anderson, Clayton’s do- 
mestic profits. Meanwhile, foreign 
profits, though off from the 1959 high, 
are running strong. 

Fleming is still not so optimistic as 
to talk hard figures, but he is never- 
theless clearly optimistic. On the 
domestic market, he observes: “The 
cotton textile industry is still doing 
well. I think we’re moving along on 
a pretty high plateau with weak spots 
in some places and strong spots in 
others.” On the foreign market: 
“Our exports have not nearly ex- 
hausted the demand for cotton 
abroad. The European Common Mar- 
ket and the Outer Seven are steadily 
exposing new popular buying power, 
and I don’t think that Western 
Europe is going to be the last stop 
on the line.” 


ANDERSON, CLAYTON’S FLEMING: 
an uncommon stability 


FOOD CHAINS 


HIGH WIRE ACT 


In its latest bout with costs, 
Grand Union has managed 
to hold its own. 





Wir their paper-thin profit margins, 
food chain executives can hardly af- 
ford to carry stores that don’t show 
healthy earnings. Thus they are con- 
stantly lopping off smaller, less profit- 
able stores and adding big new super- 
markets that, ideally at least, can 
produce annual sales of $2 million a 
year. But it is a costly business: start- 
up expenses in new stores are high. 

No food chain has walked this 
tricky tightrope with better balance 
of late than Grand Union Co.* Of its 
461 stores, 416 have been added in 
just the past seven years. In the 
meantime, Grand Union has cut 230 
stores out of its chain. 

Last month, when it came time to 
reckon his first fiscal quarter earn- 
ings, Grand Union President Thomas 
C. Butler found himself with 15 fewer 
stores than were open in 1959 and 
more shares (4.3 million vs. 4 mil- 
lion) to cover with his earnings. Be- 
cause he had lopped off stores by clos- 
ing his Canadian division, Butler 
knew in advance that sales would be 
down. Down they were (by some $4 
million) to $145.9 million. But because 
of Grand Union’s adroit walk along 
the wobbly wire, Butler managed to 
hold his earnings even at 42c a share. 
Sighed he: “Maintaining profits is al- 
ways difficult, but it’s even more diffi- 
cult when you keep changing your 
places of business.” 


*Grand Union Co. Traded NYSE. Recent 


sym 
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STEEL 


THE MAVERICK 


King of its St. Louis market, 

in good times and bad little 

Granite City Steel makes 

profits that are the envy of 
its industry. 


In many a big steel mill last month, 
the silence was deafening. Production 
men banked furnaces, the front office 
laid off workers. Few indeed were the 
incoming new orders to be filled, and 
there were little or no backlogs of 
orders to work off. Over-all, at one 
point the industry operated at just 
42.7% of capacity, its lowest weekly 
rate since 1939. 

But one steelmaker, by contrast, 
was a very bedlam of activity. At 
Granite City Steel’s* compact 550- 
acre plant on the Mississippi River 
opposite St. Louis, ore cars screeched 
into sidings, trucks roared out of load- 
ing banks, chimneys belched and men 
bustled as if business could scarcely 
be much better. It was a notable sight. 
In the midst of the industry’s worst 
slump in 20 years, Granite City was 
actually running at a startling 80% 
of capacity. Commented Chairman 
Nicholas P. Veeder, happily surveying 
the scene from his smart new head- 
quarters building just a block away 
from the uproar: “We're getting 
along all right.” 

Near the Peak. And indeed Granite 
City Steel was. Thanks chiefly to its 
commanding position in the steel- 
hungry St. Louis market, it was show- 
ing the sort of abundant sales any 
steelman would envy. Like its rivals’, 
in the year’s first quarter Granite 


*Granite City Steel Co. Traded NYSE. 
Recent price; 37. Price range (1960): high, 
3834; low, 30. Dividend (1959) : $1.05. Indicated 
1960 payout: $1.40. Earnings per share (1959) : 
$3.76. ‘otal assets: $185.9 million. Ticker 
symbol: GRC. 


GRANITE CITY’S VEEDER: 
“market dominance” is too mild 
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City’s customers had rapidly rebuilt 
their strike-emptied inventories. The 
big difference was that while most 
companies were reporting sizable 
downturns in the second quarter, 
Granite City’s volume was holding up 
remarkably well. Second quarter 
sales totaled $38.1 million, compared 
with $43.4 million in the first quarter. 
Net profit stabilized at 78c a share 
compared with $1.01. Thus Nick 
Veeder wound up the year’s first half 
with a net profit of $1.79 a share—or 
impressively close to the all-time rec- 
ord $1.95 Granite City earned in 1959's 
first six months. 

Market dominance is perhaps too 
mild a phrase to sum up Granite City’s 
competitive position in the St. Louis 
area. Its 1.4 million tons of ingot 
capacity gives Veeder nearly half 
the total steelmaking capacity in his 
area. Of the steel plants nearby 
(notably Keystone, Laclede and Arm- 
co’s Sheffield division), none is a fac- 
tor in Veeder’s real stock in trade— 
flat-rolled steel products. Thus when 
a container plant in St. Louis wants 
tin plate, it has the choice of buying 
from Granite City nine miles away, or 
say National in Chicago 295 miles 
away, in Pittsburgh 600 miles away, 
or Birmingham 511 miles away. A 
building contractor looking for gal- 
vanized roofing or siding has the same 
choice. Says Veeder: “We ship 35% 
of our output within the St. Louis 
area alone, 55% in Illinois and Mis- 
souri alone.” 

Backyard Business. When steel de- 
mand gets low enough, of course, pro- 
ducers outside the area step up their 
sales efforts in Veeder’s market. “This 
has been no paradise,” says he. “We 
have really had to work hard for our 
volume.” Veeder’s advantage is that, 
ton-for-ton, Granite City is bound to 
make a far fatter profit per ton of 
steel than any invader can hope to 
make. To sell in St. Louis, for exam- 
ple, a Pittsburgh producer would 
probably have to absorb a $5.16 per 
ton charge for barging the steel down 
the Ohio and Mississippi rivers, then 
pay $1.10 per ton to stevedore it 
onto trucks plus a $1.20 per ton truck- 
ing fee. By contrast, Veeder has 
only the $1.60 per ton trucking cost to 
contend with. Thus, even in the buy- 
er’s market that exists today, Veeder 
can confidently count on getting a $2 
per ton premium on all his steel 
products. 

Price premiums, however, are not 
the only things helping Veeder’s profit 
margins. Since 1947 Granite City has 
spent $148 million to make itself an 
efficient, integrated steel producer. 
Granite City had come out of World 
War II an inefficient, marginal pro- 
ducer of flat-rolled steels without 














blast furnaces of its own. Most of its 
open-hearth capacity was old and 
cranky, and its rolling mills were ill- 
balanced. 

Veeder changed that by snapping 
up and modernizing two blast fur- 
naces adjacent to the plant. That gave 
him adequate hot metal. Having 
junked his obsolete open hearths, he 
expanded the remainder five-fold to 
get a highly efficient 1.4 million tons of 
ingots capacity—a total which is 
scheduled to reach 1.7 million by 1962. 

In terms of size, the results are less 

than startling: Granite City has mere- 
ly moved from eighteenth to fifteenth 
in the industry. But what Veeder’s 
program has done for Granite City’s 
profitability is startling indeed. De- 
spite the fact that it is not yet 
completely integrated (Veeder still 
buys his iron ore), Granite City now 
far surpasses the industry as a whole 
in bringing down sales revenue to net 
profit. Now and then, in fact, it even 
beats U.S. Steel, the industry’s para- 
gon, on that count (see chart). Says 
Veeder: “It took a lot of time and a 
lot of money, but we've built a plant 
here we think we can make money 
on.” 
Granite City’s bustling operations 
last month were only the most recent 
instance of its market’s basic strength. 
All through the 1958 recession Granite 
City ran at 88% of capacity while the 
industry as a whole was limping along 
at only 60%. And in this year’s sec- 
ond quarter, Granite City’s plant was 
humming along at 93% of capacity, 
while the industry averaged only 
70.2%. 

“With all the money it takes to 
build a new steel mill,” says Veeder, 
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“I think other steel companies know 
it would be easier to get started in 
a different area, in a market that 
could support two major plants. The 
market we have here is good for just 
one mill our size. As that market 
grows, we intend to grow along with 
og 


INSURANCE 


NEW DIRECTIONS 


Aetna Life Insurance took a 
small step in the right direc- 
tion last month. 


IN THE ever-growing life insurance 
business, a company the size of Can- 
ada’s Excelsior Life ($110-million 
assets, $574 million of insurance in 
force) is small potatoes indeed. Too 
small, it might seem, to warrant no- 
tice by such a titan as Hartford 
(Conn.’s) Aetna Life*. The largest 
stockholder-owned life company in 
the U.S., Aetna has total admitted 
assets of $3.8 billion and $23 billion 
worth of insurance in force. 

But Aetna last month was paying 
Excelsior a good deal of attention. Its 
President Henry Samuel Beers, 62, 
winged into Toronto to sign papers 
which would give Aetna 70% con- 
trol of Excelsior for $5.2 million. To 
Wall Street watchers of insurance 
stocks, the purchase had far more 
significance than price alone would in- 
dicate. It amounted to an admission 
by President Beers that Aetna has 
been growing in the wrong direction. 

*Aetna Life Insurance Co. Traded over- 
the-counter. Recent price: 774%. Price range 
(1960) : high, 8534; low, 7434. Dividend (1959) - 
$1.39. Indicated 1960 payout: $1.40. Earnings 


or share (1959): $4.83. Total assets: $3.8 
‘lion. 





ordinary life insurance. The comparative 


Total Insur- 


UNEVEN GROWTH 


Among stock life insurance companies, the big have grown bigger. But 

because so much of their growth has been in relatively low-profit group life, 

the profits of such giants as Aetna and Travelers have not increased as 

fast as those of some of the smaller ee which concentrated on 
' 


For Excelsior is strong in exactly 
those fields where Aetna has lately 
been weak. 

The Treadmill. During the past ten 
years, Aetna’s 25,000 field agents have 
pushed the company’s total insurance 
in force from $8.2 billion to 1959’s $23 
billion. But most of that growth was 
in group life, on which the annual 
profit is only about 50 cents per $1,000 
in force. Meanwhile, Aetna’s ordinary 
life coverage, which brings in fully 
three times as much per $1,000, had 
grown only 62.5% (see table). By 1959, 
low-profit group life accounted for 
more than 80% of Aetna’s total in- 
surance in force. 

For Aetna this proved to be a kind 
of treadmill. Because of the shift in 
its business from high-margined to 
low-margined lines, Aetna’s earnings 
rose but slowly in spite of all the new 
insurance its agents sold. Last year’s 
$4.83 a share (including special re- 
serves) was a bare 10% ahead of the 
$4.38 it reported for 1955. 

Changing Direction. It was this shift 
away from profitability that Beers set 
out to correct last month. Aetna al- 
ready sells in Canada but, as in the 
U.S., most of its policies there are 
group policies. Most of Excelsior’s, 
on the other hand, are regular life. 
“The Excelsior purchase,” said Beers, 
“represents a change of direction for 
Aetna.” 

“Up till now,” noted Beers, “we've 
always grown from within. That’s 
why this Excelsior affiliation is a 
pretty big step.” A step toward what? 
“It’s no secret,” said Beers, “that we 
are going to emphasize the growth of 
our ordinary life business in the fu- 
ture. It would have taken us years to 
build up what Excelsior has given us 
all at once.” It was a move, most 
stockholders would agree, that was 
more than a little overdue. 





gures, in order of asset size: 


Ten-Year Growth i- 





Total Insur- 
ance in force 


ance in force 


Company 1/1/60 


Aetna 
Travelers 
Conn. General 
Lincoln Nat‘! 
Nat'l Life & 
Accident 
Jefterson 
Standard 
Continental 
Assurance 6.2 
Franklin Life 3.6 


industry $534.0 


25.2 
10.5 
98 


164 
231 
182 


5.6 143 


3.5 156 


405 
363 


* Sells no group insurance. NA: not available. SOURCE: First Boston Corp 
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Common Stock 
Market Price 


4+163% + 425% 
84 300 

570 

590 


Ordinary Stkhidrs. 
Life only Equity 


Group 
only 


236 54 
309 
993 


154 
143 


152 
342 
93 200 


292 441 


750 127 212 490 
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- 392 
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MORRISON-KNUDSEN’S BONNY: 
would Santa be kind this year? 


CONSTRUCTION 


THE BIG BUILDER 


Out of an essentially risky 

business, Morrison-Knudsen 

has fashioned profits remark- 

ably stable and considerably 

fatter than mic¢ht appear at 
first glance. 





LAST MONTH in Bogota, an official of 
the Empresa de Energia Eléctrica de 
Bogota. the local utility, opened bids 
on a $2.5-million dam to tame Colom- 
bia’s unruly Bogota River. To no- 
body’s surprise, the low bidder turned 
out to be Boise, Idaho’s Morrison- 
Knudsen Co.* 

Already the biggest dam-builder in 
history, Morrison-Knudsen is more 
often than not quickly on the scene 
when a dam is proposed anywhere in 
the world. Thus the Colombia job 
caused no great stir in Boise: the 
money involved amounted to little 
more than three days normal volume 
for the world’s largest heavy con- 
struction firm. 

Even while they were bidding on 
scores of new projects last month, 
M-K engineers (often wearing the 
hard hats of M-K’s principal domes- 
tic subsidiary, H. K. Ferguson) were 
busy on major jobs in half the states 
of the U.S. They were building every- 
thing from giant hydroelectric schemes 
to corn flake factories. Morrison- 
Knudsen’s foreign subsidiaries were 
involved in mammoth projects in some 
two dozen countries, ranging from a 


*Morrison-Knudsen Company, Inc. Traded 
over-the ter. R t price: 14. Price 
range (1960): high, 334: low, 2914. Dividend 
is ): $1.80. Indicated ee ad tei $1.90. 

rnings r share (1959): . Total as- 
sets: $99.44 million. 
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600-foot-high dam on Iran’s Karadj 
River to a Canadian steel plant. Total 
work in progress last month: nearly 
$350 million. 

Meet the Boss. The job of making 
money out of all these complicated 
projects falls to the company’s new 
president, 57-year-old John Bruce 
Bonny, who has gradually taken over 
from 75-year-old chairman and 
founder Harry W. Morrison in recent 
years. He has succeeded remarkably 
well. Says Bonny: “We've got 160 to 
170 contracts going for us currently. 
This business is growing and it’s more 
stable than you might think. If there 
is a slowing down in orders from pri- 
vate industry, usually government 
steps in to take up the slack.” 

The problem in heavy construction, 
however, is not so much getting con- 
tracts as getting them at a price on 
which the contractor can make money. 
Like most other builders, M-K took 
a big loss on its St. Lawrence Seaway 
work. What with all the uncertainties 
of weather, political conditions and 
costs, any big construction project 
involves many risks. 

Considering all this, Bonny has pro- 
duced a remarkably stable earnings 
record for Morrison-Knudsen. Even 
last year, when contract completions 
dropped 23%. (to $236 million), Bonny 
held the decline in M-K’s operating 
net to only a few pennies ($2.88 a 
share in 1959 vs. $2.94 in 1958). 

One technique Bonny has developed 
to avoid having a single money-losing 
contract play hob with his profits is 
the joint venture. This involves sev- 
eral companies sharing a major job. 
M-K learned the technique as part of 
the famous Six Companies consortium 
that built Hoover Dam. “As a matter 
of principle,” says newly elevated 
President Bonny, “we view any job 
over $20 million as a joint venture.” 
Year in and year out, M-K manages 
to keep a solid 50% of its work in 
joint ventures. 

Where Are the Profits? A profit- 
minded investor, glancing at M-K’s 
results, might curl his lip at all this 
expertise in risk avoidance. For a 
decade M-K’s net earnings seem to 
have gone nowhere, ranging narrowly 
between $2.70 and $2.96. 

But Bonny argues that a simple 
profit-and-loss statement does not tell 
the whole story. While last year’s net 
of $5.9 million was little better than 
1949’s $5.6 million, says Bonny, oper- 
ating profits had climbed from $8 mil- 
lion to $11.9 million. 

Why was so little of it brought down 
to net? Partly because of M-K’s cau- 
tious bookkeeping habits. M-K’s for- 
eign subsidiaries (which completed 
$74.3 million in contracts last year) 
are consolidated into the parent com- 
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FIRM FOUNDATION 


A substantial buildup in Morrison- 
Knudson’s operating income through 
the 1950s has been masked by spe- 
cial charges and loss reserve write- 
offs, leaving reported net earnings 
on a deceptive plateau*. 


HERI Niet Operating Income 
HERE Reported Net income 
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fluctuations normal to construction industry. 





pany’s statement only as profits are 
remitted. Thus they appear on the 
balance sheet as a $2.1-million invest- 
ment, compared to an actual net worth 
of $5.7 million. Again, M-K’s stake in 
noncontrolled companies is carried at 
$2.2 million versus an actual value of 
$9.5 million. Thus, in these two items 
alone, accumulated profits are under- 
stated by over $5.00 a share. 

Cats & Contingencies. M-K has also 
built an extensive equipment pool at 
the apparent expense of net. Since 
1954 the company has sunk $42 million 
into construction machinery. It de- 


KARADJ DAM NEAR TEHERAN, IRAN: 
also corn flake factories and steel plants 


preciates its bulldozers and the like 
on an average five-year basis. Many 
of the items last much longer. Thus 
M-K’s 4,300 units of equipment are 
worth many millions more than their 
book figure of $23.4 million. In fact, 
equipment sales added $1.3 million to 
operating income last year. 

The company has also been quick 
to take loss write-offs, however good 
the prospects for eventual recovery 
For example, the major element in a 
$5.9 million write-off in 1958 was a 
whopping loss on building Iraq’s 102- 
mile Basra-Amara highway, but cur- 
rent negotiations may recover much 
of it. 

Bonny Prospect. In 1960's first half, 
normally the slowest part of the year, 
M-K completed some $123 million in 
contracts, seemed well on the way to 
its 1960 goal of $300 million. It had 
contracts on the books for $369 mil- 
lion as of July 1, only a shade below 
January’s $400 million and far ahead 
of the $200-million figure at the be- 
ginning of 1959. 

That backlog also has a more profit- 
able mix than of old. U.S. and foreign 
government work is less profitable 
than private jobs. But government 
work should provide only 47% of 1960 
volume, versus 59% last year. Then, 
too, a larger proportion should be flat- 
price “bidding work” instead of safer 
but less remunerative cost-plus con- 
tracts. 

What should all this mean to M-K’s 
net? “We should do a lot better this 
year,” says Bonny with typical cau- 
tion, “but it’s too early to stick our 
necks out and say that Santa Claus 
is going to be kind to us.” Santa very 
well might. But if past experience is 
any guide Bonny may also find new 
ways of hiding the largesse in the 
corporate sock. 
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BILLUPS FILLS UP 


Is there a secret to making 

money in gas stations? Yes, 

says Billups Petroleam—give 
the gas away. 


Many years ago, three Mississippi 
brothers named Billups decided that 
the only way to make money out of 
selling gasoline was to give it away. 
The brothers proceeded to do vir- 
tually that. Their chain of stations, 
spread across the Gulf Coast states, 
lured motorists in with gasoline sell- 
ing two cents a gallon cheaper than 
the competition. The idea was so sim- 
ple that it worked. The Billups’ sta- 
tions became the largest private brand 
chain in the U.S. Last month the 
average Billups station was selling 
40,000 gallons of gas a month, vs. a 
national average of 16,500 gallons. 

The Profit Motive. But the Billups 
were not really giving their business 
away. True, their gasoline sales 
showed low octane profit margins. 
But the stations of Billups Eastern 
Petroleum and Billups Western Pe- 
troleum also sold such high-margined 
items as watermelons, toys, beach 


balls, sugar cane, coon tails and dolls. 
Motorists, lining up at Billups’ pumps 
for cheap gasoline, saw the items, 
were tempted to leave some extra 
money behind. 

One day last month, William Mont- 
joy, the secretary of the two com- 
panies, flew into Manhattan to tell the 
New York Society of Security Ana- 
lysts just how well this policy was 
paying off. The Billups companies, 
said he, not only had kept their profits 
fairly steady in bad motoring weather 
early this year, they were expanding 
hand over fist. Billups Eastern* last 
year added 12 stations to bring its 
total in the southeastern states up to 
148. Billups Westernt went from 195 
to 215 in its Southwest territory. 
Added Montjoy: “All the oil com- 
panies are knocking at our door to sell 
us gasoline.” 

How to Do it. But there was more 
to the Billups success story than sell- 
ing one thing cheap and the other 


*Billups Eastern Petroleum. Traded over- 
the-counter. Recent price: 534. Price range 
(1960): high, 6%%; low, 4%. Dividend (fiscal 
1959) : 391¢c. Indicated fiscal 1960 payout: 40c 
Earnings r share (fiscal 1959): 70.9c. Total 
assets: $9.7 million. 


+Billups Western Petroleum. Traded over- 

the-counter. Recent price 65%. Price range 

(1960): high, 744; low, 549. Dividend (fiscal 

: 50c. Indicated fiscal 1960 ag 50c 

ngs r share (fiscal 1959) : >. Total 
assets: $19.3 million. 





UP TO 31 DAYS RECORDING 
on a single “‘strip’’ chart 


(Recording on chart “tells all”) 


NEW cxcaso LACH OGRAPH 


graphically records truck operation 
Mounted on the dash of a truck, this new type of recording 
permanently records vehicle operation up to 31 days on a single “strip” 
chart... graphic recording on chart indicates time truck engine started, 
time engine idled, starts, stops, speeds and distances traveled. 
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Information recorded on chart helps you plan better routing, control speed, 


and lower 


operating costs by encouraging safer driving and savings in time, 


gas, oil and tires . . . For details, mail the coupon. 
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comparatively dear. Founder Rowell 
Billups, who died just a few months 
ago, was a master merchandiser with 
just the touch needed to run an $800 
investment into the two companies of 
today. His starting point was the 
catchy slogan, tied around the picture 
of an outstretched hand: “Fill-up 
with Billups—Your Friend.” 

From there, Rowell Billups and his 
two brothers went on to become the 
first oilmen to put glass fronts on their 
stations. Behind them, of course, they 
stacked those attractive and high- 
margined novelty items. “These other 
sales,” notes Montjoy, “not only offer 
opportunities for profit, but also act 
as a magnet for gasoline customers.” 
Adds he: “At one station opening— 
Augusta, Ga.—we sold 800 hulahoops 
in one day.” 

Station openings, indeed, are big 
events in the Billups empire, gala 
events which feature clowns, a merry- 
go-round, spot lights, cotton candy 
and snowballs for children. When 
the plastic balloon decorations at one 
opening caught customers’ eyes, Bill- 
ups quickly started to sell them. “We 
were happy,” recalls Montjoy, “to re- 
cord another profitable item.” 

Still another profitable item: Bill- 
ups’ own tires. Until a few years ago, 
the Billups stations sold a name-brand 
tire. But then the brothers decided 
to roll their own, purchased molds 
and had the tires made by a regular 
rubber factory with their own “Bill- 
ups” name stamped on them. Noted 
Montjoy: “We were a little uneasy 
when we switched to our ‘Billups’ 
tires. But during the first year of sell- 
ing our own brand, our sales nearly 
doubled.” 

No Doors, No Chairs. Even more fas- 
cinating to the by now enthralled 
security analysts were two other de- 
vices used by the Billups service sta- 
tions to keep their pumps clicking 
merrily away: 
® Most Billups stations have no doors 
on their front entrances. “We never 
close,” explains Montjoy, “and we are 
open around the clock, 365 days a 
year.” 
® Station attendants are nearly all 
paid on the incentive plan. If incen- 
tive is not enough to keep the em- 
ployees busy, Billups has another 
spur: there are no chairs inside its 
stations. 

Battle Plan. As Montjoy described 
it, Billups even had a plan for com- 
batting the periodic price wars which 
break out in gasoline. No matter how 
low the price drops, Billups sells a 
penny below it. Profits? “Roughly 
20% of our sales,” grins Montjoy, 
“comes from our other merchandise.” 
And probably, Wall Street guesses, all 
of the profits. 
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The FORBES Index 
Solid line is ond A 
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1. How much are we prod: 





ing? (FRB producti 
oe a 


index) 


2. How many people are working? (BLS non-agricultural employ. 
3. How intensively cre we working? (BLS average weekly hours 


in manvufecture) 


4 Are people spending or saving? (FRB department store sales) 
5. Hew much money is circulating? (FRB bank debits, 141 key 


4 end 5 are adjusted fer valve of the dollar (1947-49 


100), factors 1, 4 and 5 for seasonal variation. 


June 


166.0 
119.8 
102.0 
134.2 
162.6 
136.9 


163.0 
120.2 
101.0 
139.0 
169.6 
138.6 


157.0 
118.9 
101.5 
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136.4 


July Aug. Sept. Oct. Nov. ‘ Jan. 
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162.2 
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154.0 
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132.8 
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Feb. March April May June 
(prelim) 
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166.0 
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171.5 
137.2 


165.0 
120.7 

99.5 
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179.2 
139.7 





THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


The Calculated Risk 


A NEw international crisis is making 
front page headlines as this column 
goes to press. Unlike the speculative 
explosion at the time of the U-2 in- 
cident, psychology this time has been 
dampened rather than excited by the 
latest turn of events. But the stock 
market is no different than life itself. 
It offers opportunity rather than se- 
curity. Thus, speculation involves the 
assumption of calculated risk—and 
this column’s calculated risks are to 
the effect that: 

1) Our potential enemy is using 
every possible opportunity for propa- 
ganda advantage and will be willing 
to renew negotiations with the next 
administration. Thus, it’s highly un- 
likely that the present war of words 
will become anything more than that. 

2) Irrespective of whether the next 
administration is Republican or Dem- 


Forses, aucust 1, 1960 


ocratic, the latest 

turn of _inter- 

national events 

points to an en- 

larged and accel- 

erating defense 

program. Thus, 

while the uncer- 

tainties are self-evident, the balance 
of probabilities falls on the side of 
better business into at least the winter 
months. 

All of which, in turn, brings to 
mind this column’s recent construc- 
tive reference to Boeing Airplane, 
around 29, paying $1 plus stock. While 
the Air Force announcement that 
Boeing has received a $247-million 
contract covering research and de- 
velopment work on the Minuteman 
missile is not “new business” as such, 
the fact remains that research and 


development work on this solid fuel 
intercontinental missile is preliminary 
to the production portion, which will 
require additional orders (and prob- 
ably in substantial amounts) in 1961- 
62. Not only is the Minuteman proj- 
ect a major program, but Boeing is 
the principal contractor for the Dyna- 
Soar piloted space vehicle which 
should be a significant volume and 
earnings contributor in 1962-63. Thus, 
on present view, the company’s sales 
volume should hold in the $1.6 bil- 
lion area over the next two 
and could be even higher. 

However, the company’s commer- 
cial jet program probably holds the 
key to earnings. For example, last 
year’s $1.65 per share profit was after 
a $58-million write-off (over $7 pe 
share) for miscellaneous devolopment 
expenses, and there were further 
write-downs in the first half of the 
year. Significantly, the phase of heavy 
write-offs now may be over and addi- 
tional orders are expected. Thus, 1960 
earnings could be in the area of $2.50- 
$3 per share and further improvement 
is possible in 1961. 


years 
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MATSON 
SOUTH 
SEAS 
HOLIDAY 
CRUISES 


Enjoy traditional holiday celebrations 
aboard the only all First-Class cruise 
liners to all the South Seas...six weeks 


aboard the only liners visiting both 
Tahiti and Pago Pago — plus New 
Zealand, Australia, Fiji, Hawaii. The 
Mariposa sails November 16 on a 
Thanks and Christmas 


giving cruise; the 
MONTEREY sails December 11 on a 
Christmas and New Year’s cruise. Each 
sailing from San Francisco, following day 
from Los Angeles. Fares from $1125. 
Passenger lists limited, assuring you the 
ultimate in cruising. See your travel agent. 


WALD 


New York « a. D.C. * Chicage * Dailas « Los Angeles 
San Francisco + + Seattle 8.C.+ 








6,000? 


We’d like to show you how 
hundreds of businessmen from 
coast to coast have invested 
about $6,000 cash and have ex- 


perienced an wre return of 
over $100 “A WE K on their 
investment. No gimmicks . 


a sound business investment 
a neighborhood coin-operated 
ECON-O- WASH laun An 
pa anager ECON-O-WASH 
> gg da little of your time 
that re’s no thought of 
leaving your present job. 
Theexclusive ECON-O-WASH 
national advertising program 
has included such publications 
as Life, TV Guide, McCall’s, 
Reader’s Digest, and such top 
network shows as Link- 
letter’s House Party and the 
Don McNeill Breakfast Club. 
ECON-O-WASH coin laundries 


prof 
=“ ECON-O-WASH representa- 
tive will vse for an appoint- 
lain the 





Northrop Corp., around 36% and 
paying $1.60, is another attractive air- 
craft speculation inasmuch as: 1) In 
the past five years, there has been a 
major change for the better in the 
company’s basic position; witness the 
fact that its pre-tax profit margin now 
is probably best in the industry. 2) 
Earnings for the fiscal year just ended 
probably will moderately exceed the 
$4.01 per share profit reported in the 


| July 1959 fiscal period even though 
| sales may be less than last year’s 
| $263 million volume. 3) The low point 
| in the company’s affairs has been 
| passed and sales should increase 10%- 


| 15% 


in the coming fiscal year. With 


| operating efficiency firmly established, 
| this presumably means an earnings 
| potential in the $4.50-$5 per share 
| area, 


The change in Northrop’s funda- 
mental position revolves around its 
conversion from a high volume air 
frame manufacturer to an organiza- 
tion with an impressive position in 
many of our key programs in the air, 
in space, on the ground and under the 
sea. Today, for example, the com- 
pany has an interest in 72 different 
defense programs, ‘with the largest 
single one comprising 18% of the total 
backlog. Northrop is the sole supplier 
of the T-38 supersonic trainer, is the 
only company which has successfully 
developed a recovery system for the 
Mercury and Samos satellites and is 
now bidding on the Dyna-Soar proj- 
ect. The company has a major posi- 
tion in various aspects of the Polaris 
missile and is supplying the guidance 
system for the Sky Bolt missile (which 
is the Air Force’s version of the 
Polaris missile). 

Standard Kollsman, which “ex- 
ploded” to 30 after this column's pur- 
chase suggestion at around 17, now 
seems to be establishing a new base in 
the low 20s. The company is reported 
to have received an initial order for 
its Astro guidance compass from a 
new Defense Department program 
which might eventually involve as 
much as $50 million. Kollsman, the 
sole source of supply for the Astro 
compass, should contribute sales of 
about $70 million as compared with 
roughly $50 million in 1959 to the 
combined companies. Total company 
sales may better $100 million in 1960, 


| with earnings in the $1.50 per share 


| area. 


As was noted in the original com- 


| ment, Standard has increased its share 
| of the television tuner market; Zenith 
| is the company’s biggest account. The 
| acquisition of Casco Products could 
| be a very interesting long-term “plus” 
| for Standard Kollsman should be able 


to increase that company’s profit mar- 


| gin. New management has been in- 


troduced and many inter-company 
economies can be effected. Casco has 
always made money on its auto parts 
(such as cigarette lighters) and on 
heating pads (where it has 35% of 
the market) but the company has 
lost money in miscellaneous appli- 
ances. 

Speaking of lower priced specula- 
tions with merit, Servel, around 134. 
has much to commend it to buyers 
able to assume the obvious risks. This 
revitalized company (no longer a 
maker of gas-fired refrigerators) 
should enjoy tax free earnings of 
better than $1.50 per share this vear 
against $1.26 in fiscal 1959. Dividends 
are unlikely for profits will be used 
to retire the debt incurred to finance 
purchase of Burgess Battery which 
today is practically the sole source of 
earnings. 

Interestingly, this subsidiary has an 
uninterrupted history of sales and 
earnings growth irrespective of the 
general business trend. Burgess’ well 
established distributor relationships 
are a strong plus in the company’s de- 
cision to enter into the very fast 
growing magnetic tape business on a 
multimillion dollar basis this fall. This, 
plus the ultimate $20-$25 million sales 
potential of an automatic ice maker 
which will be sold to leading refrig- 
erator makers, should make for an 
even better 1961. Anyone who has 
ever fumbled for an ice cube prob- 
bably will be willing to pay $25 or 
$35 for the convenience of not having 
to empty and fill the conventional ice 
tray. 

In a sense, a healthy stock market 
has to be like a successful department 
store: it must offer merchandise that 
appeals to different types of security 
buyers. The Borden Co., around 50 
and paying $1.50, is an illustration of 
today’s market health for the com- 
pany has a number of distinct pluses. 
One is the fact that Borden is en- 
gaged in a major plant improvement 
and modernization program which 
will increase over-all efficiency and 
profit margins. Another is the fact 
that the major facilities expansion 
has been in the food specialties and 
chemicals divisions where profit mar- 
gins are higher than in the traditional 
lines. These two represent about 
30% of sales, or about $300 million of 
volume. 

Still another plus can be found in 
the fact that the basic dairy and ice 
cream business (the latter alone is 
about 16% of the roughly $1-billion 
gross) have “in-built” growth via our 
rising standard of living and expand- 
ing population. Excluding an undis- 
tributed foreign earnings equity which 
is growing sharply, this year’s earn- 

(CONTINUED ON PAGE 41) 
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STILL AVAILABLE: 


“SUPER-GROWTH”’ 
ELECTRONICS STOCKS 


Sales of sophisticated electric control systems are at 
near-record levels. 


On the other hand, certain electrical equipment com- 
panies face squeezed-down profit margins. Yet, despite 
these lowered profits, we expect earnings will be at 
worst only moderately below 1959 (itself the best year 
since 1956 for many of these companies). 


As in many other industries, there are wide variations 
in outlook among the 49 stocks analyzed in Value Line’s 
newest report on the Electrical Equipment Industry: 


e 3 Electronic Stocks are still designated as “super- 
growth” stocks and are accorded favorable Value Line 
Ratings for BOTH Probable Market Performance in 
the Next 12 Months AND Appreciation Potentiality 
to 1963-65. 


4 others are rated in Value Line’s Group I for per- 
formance in the next 12 months, but are rated lower 
for the 3- to 5-year pull. 


7 “Elquip” stocks are, conversely, placed in Group I 
for their 3- to 5-year potentiality and in lower groups 
for expected near-term (12 months) performance. 


COMPLIMENTARY 


To describe these opportunities more fully, we will 
send you—without charge under the offer below—Value 
Line’s comprehensive, full-page reports on each of 78 
individual stocks in the Electronics and 3 other key 
industries—Business Machines, Metal Fabricating and 
Telephone. Included are: 


Texas Instruments 
Westinghouse Ele« 
Vanadium 
Underwocd Corp. 
Royal McBee 
General Precision 
Raytheon 

Bohn Aluminum 
Radio Corp. 
General Controls 


Fairchild Camera 
Ampex Corp. 
Admiral Corp. 
Burroughs Corp. 
American Telephone 
Daystrom 

Motorola 

Litton Industries 
General Tire 
General Electric 


Emerson Radio 
Emerson Electric Mfg. 
Avco Corp. 

Zenith Radio 

] +h Rand 

IBM 

Philco 

Pitney-Bowes, Inc. 
Collins Radio 

General Instrument 


Under this offer, you will also receive—by return mail 
and without charge—“Investment Opportunities in the 
New Space Age” a long-range survey of prospects for 
the Aircraft & Missile, Electronics and Chemical Indus- 
tries .. . plus the new Value Line Summary of Advices 
on 1,000 Major Stocks and 50 Special Situations, with 
objective measurements of Value, -Quality, Yield and 
Appreciation Potentiality. 


All these Reports will be sent to you without charge 
in conjunction with Value Line’s Guest Subscription 
offer which for only $5 (less than half the regular rate) 
brings you the next 4 weeks of complete service, in- 
cluding the following timely analyses, projections and 
recommendations: 


(1) Graphic analyses of “WHAT COMPANY OFFI- 
CERS AND DIRECTORS ARE BUYING AND 
SELLING”—weekly 


(2) 4 “ESPECIALLY RECOMMENDED STOCK-OF- 
THE-WEEK” REPORTS 


THE BUSINESS PROSPECT—weekly 
STOCK MARKET PROSPECT-—weekly 
RECOMMENDED INVESTMENT POLICY NOW 


(6) BEST STOCKS TO BUY OR HOLD NOW to 
meet specific investment objectives—weekly 

(7) VALUE LINE BUSINESS FORECASTER 
which shows the composite trend of 7 economic 
series whose turning points have consistently pre- 
ceded cyclical turns in economic activity—weekly 


* (8) FULL-PAGE RATINGS AND REPORTS ON 
EACH OF 300 ADDITIONAL STOCKS 


(9) A NEW SPECIAL SITUATION ANALYSIS 
(10) SPECIAL SITUATIONS FOR HOLDING NOW 


(11) ALL SPECIAL SITUATIONS THAT HAVE 
BEEN RECOMMENDED FOR SALE-scores 
of which had doubled and tripled in price as the 
full tally reveals 


THE SUPERVISED ACCOUNT REPORT, which 
gives advance notice of all changes to be executed 
in the future in a real portfolio—supervised as 
a “model” account for the average investor. Also 
gives complete record of results to date 


WEEKLY SUPPLEMENTS and 


4 WEEKLY SUMMARY-INDEXES including all 
changes in Ratings up to date of publication 





ALSO FREE with this offer: Arnold Bernhard’s 
new book (regular $3.95 clothbound edition) 
“The Evaluation of Common Stocks” 


In this lucid book the research director of the Value Line Surve 
explains the principles behind Value Line’s methods . . . wh 
stocks are not always worth what they sell for... how they aré 
sometimes carried too high, sometimes too low by mass excite 
ment... how, sooner or later, their prices move into line wit! 
value... how to project the normal value of stocks into the 
future. 











(In contrast te this $5 offer, the regular rote is $144 annually! 


State 
Send $5 to Dept. FB-158 


THE VALUE LINE 
INVESTMENT SURVEY 
Published by Arnold Bernhard & Co., Inc. 


Value Line Survey Building 
5 East 44th Street, New York 17, N. Y. 
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It's hard 
to believe— 


—but by actual count American in- 
vestors today, hold $458,862,250.26 worth 
of Government securities on which they 
don’t have a chance of making any mon- 





ey. They are securities that no longer pay 
interest because they have passed their 
maturity dates. 

Not “just passed” either. Not by a long 
shot. For instance, more than six million 
of the Liberty Loan bonds from World 
War I are still outstanding. And more 
than a million dollars worth that matured | 
before 1917. There’s even $27,869.77 
worth of one Government issue that came 
due in 1790! 

You may find it hard to believe that | 
there are investors with such colossal in- 
difference to their own welfare that they | 
are content to keep their money in “past- 
due” securities where it can’t possibly 
earn them a dime. 

But that’s the fact—and it’s a fact that 
doesn’t surprise us too much, because day 
after day we run into investors who just 
“forget” about their investments. 

They forget to cash in matured bonds. 

They forget to collect past due divi- 

dends. 

They forget to exercise rights. 

And most important—they forget to 
keep abreast of the changing fortunes of 
companies whose securities they own— 
forget to sell, forget to buy. 

If you think . . . just maybe . . . that you | 
might be a little guilty of forgetting your 
investments yourself—if it has been 
some time since you had your holdings 
reviewed by someone competent to do | 
the job—why not write our Research 
Department right now? 

Tell them what you own and what | 
your investment objectives are, and | 
they'll send you a complete analysis of | 
your situation—without charge or obli- | 
gation. Just address a confidential letter 
to— 


Joseru C. QUINN 


Merrill Lynch, 
Pierce, Fenner & Smith 


INCORPORATED 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 PINE STREET, NEW YORK 5, N. Y. 
131 offices here and abroad 








MARKET COMMENT by R. E. BUCHSBAUM* 


New Corporate Images 


As TuHIs is written, the summer rally 
has failed to materialize. Conven- 
tional stocks have been doing little 
better than holding their own and 
there has been a considerable reduc- 
tion in speculative enthusiasm. On 


| balance the news environment, both 


domestic and international, has not 
been too favorable and it is a matter 


| of debate whether it will improve ap- 


preciably over the near term. 
Historical trends have been in favor 
of an improved performance by old 
investment favorites, but it is prob- 
ably going to take time to restore the 


| confidence factor in standard issues, 
| values notwithstanding. 


It appears 


| that the mid-June high in the Dow- 


Jones industrial average will not be 
exceeded this summer and that it will 
take a rash of good news to bring the 
oils, steels, chemicals, metals and rails 
out of the doldrums. 

Falling somewhere between the 
glamour stocks and the bread-and- 


| butter issues are those which are gen- 


erally referred to as special situations. 
Usually these are stocks of companies 
which have been going through a 
major reorganization and, in many in- 
stances, new management plays an 


| important role. Sometimes the change 
| in corporate image is of a relatively 


minor nature involving new policies 
as in the case of Montgomery Ward, 


| or a new acquisition in a fast-growing 


field as in Johns-Manville through 
the merger with L-O-F Glass Fibers. 
In other instances it involves a com- 
plete revamping of the business. The 
risk element and the time it takes for 
benefits to accrue varies in each case, 
but these stocks can move independ- 
ently of the general market. 
Dramatic changes can occur when 
a “sick” company is completely re- 
vitalized by new management and 
new endeavors. Carry-over losses 
have been helpful, although by no 
means a guarantee of success, as they 
eliminate a tax problem while a com- 


| pany is attempting to get back on its 
| feet. There have been some disasters, 
usually when managements have 


been too ambitious to build an empire 
and have resorted to unsound financ- 
ing. However, on the whole, the suc- 
cesses have outweighed the failures. 
The failures have often been caused 
by overdiversification where manage- 
ments have grabbed up a lot of small 
unrelated businesses and have not 
been able to consolidate the whole 
into a smooth-running organization. 
Naturally, the turnaround in a 


company’s affairs 

can be more spec- 

tacular if it is in 

such bad straits 

that chance for 

survival is ques- 

tionable before 

the corporate im- 

age changes. Such was the case in 
Philadelphia & Reading. Servel (13%) 
was “hanging on the ropes” before 
new management took over and dis- 
posed of its money-losing appliance 
business. Highly profitable Burgess 
Battery was acquired and tax-free 
earnings of around $1.50 a share are 
looked for in the current fiscal year. 
Beginning next year the magnetic 
tape development should contribute 
to earnings. There is considerable 
optimism about Servel’s new auto- 
matic ice maker, now being tested, and 
management is seeking other acquisi- 
tions to expand the earnings base. 

As a producer of theatrical films, 
Republic Corp. (11), formerly Repub- 
lic Pictures, had an unimpressive rec- 
ord. Even during Hollywood’s most 
lush era it was unable to make re- 
spectable profits. Under new manage- 
ment the company has withdrawn 
from the production of movies. It is 
leasing its studio facilities to outside 
producers and to TV film makers; it is 
gaining revenue from distribution 
rights to TV series and from the show- 
ing of its old films on TV; it plans to 
develop some of its studio acreage; its 
laboratory division processes film and 
prints point-of-sale displays; and its 
injection and compression plastic 
molding division lists a number of 
giant corporations among its custom- 
ers. For the first six months of the 
current fiscal year ending October, 
earnings were 40c a share after pre- 
ferred dividends, vs. 17c last year. 
Management is optimistic that the im- 


“provement will accelerate, and for the 


first time dividends were put on a 
regular quarterly basis in May. 
Crowell Collier (31) has been an 
outstanding success story since new 
management disposed of the magazine 
business and started acquiring radio 
stations and expanding its reference 
and textbook operations. On a near- 
term basis the stock appears to be a 
bit overpriced, as real earnings last 
year were $1.01 a share ($2.03 tax- 
free) and are estimated at around 
$1.30 this year on a normal tax basis 
*Mr. R. E. Buchsbaum, a member of the 
research staff of W. E. Hutton & Co., New 


York City, is a guest columnist for Mr. L. O. 
Hooper, who is on vacation. 
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(they will be partially tax-free this 
year). However, the increased in- 
terest in Macmillan Co. and expansion 
of broadcasting operations, hold prom- 
ise of further growth. 

The change in image in Collins & 
Aikman (27%), Rexall Drug & 
Chemical (50), and Diamond National 
(37) has been more gradual than in 
the companies mentioned above and 
there is less of a risk element. Auto- 
mobile fabrics now account for less 


than 30% of Collins & Aikman’s sales | 
volume as against 85% a few years | 
ago. The company’s product line has | 
been broadened, operations have been 


relocated, plants have been mod- 
ernized and research expenditures 
stepped up. The company has become 
a major supplier of furniture ma- 
terials and carpets and upholstery for 
the airlines, and the apparel division 
has been a leader in the introduction 
of fashionable fabrics. Some estimates 
of this year’s earnings are in excess 
of $3.50 a share vs. $2.44 last year. 
Management is acquisition minded, 
and liberalization of the dividend is 
looked for in the near future. 
Diamond National reported a 45% 
increase in earnings in the first half 
on a 7% increase in sales. Thus the 
company appears to be finally “cash- 
ing in” on its major diversification 
program of the last few years which 
was initiated to expand the produc- 
tion of higher profit margin products 
that would utilize the company’s vast 
timber reserves. Acquisition of Gard- 
ner Board and Carton and of U.S. 
Printing & Lithographing have made 
Diamond a formidable enterprise in 
the packaging fields. Earnings this 
year could be around $2.75 a share vs. 
$2.15 last year. The dividend was re- 
cently increased to 40c quarterly. 
Rexall Drug & Chemical has been 
taking on an entirely new look as the 
result of the expansion of its plastic 
and ethical drug divisions and the 
decline in importance of its retailing 
operations. Recently it was an- 
nounced that the ethical drug division 
of Schenley was being acquired, and 
a joint venture with El Paso Natural 
Gas for the production of petrochem- 
icals is due to go on stream late next 
year. At around 20 times earnings, 
which could double in the next four 
or five years, the stock remains a 
promising long pull investment. 
Companies which sell off a large 
part of their assets and acquire a 
completely new business such as did 
Nafi are also becoming more common. 
In this connection Natus Co. (20) is 
of interest. The company sold most 
of its assets to Crane and is now large- 
ly a corporate shell with around $17 
a share in cash. Management is wait- 
ing for the “right thing” to come along. 
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TENNESSEE GAS 
TRANSMISSION COMPANY 


HOUSTON, TEXAS 


The Board of Directors has declared a quarterly divi- 
dend of 28¢ per share on the Common Stock, payable 
September 13, 1960, to stockholders of record on 
August 19, 1960. This represents an increase over the 
35-cent quarterly dividend paid on the Common Stock 
prior to the one-for-two share distribution made in 


June, 1960. J. E. IVINS, Secretary 




















What is a Warrant? 


In the first place, why should you care? Well, warrants have shown far 
greater appreciation than any other type of stock in past markets and probably 
will do so again. For example, in the t decade, the common stock warrants 
of Atlas Corp., Tri-Continental, Richheld Oil, United Corp., and R.K.O., to 
name some, showed $500 investments appreciating to as much as $100,000 in a 
few years! 


WHAT 1S A WARRANT? 4 warrant is issued by the company itself giving 
you the right to buy company stock at a certain price for a specified period of 
time, which may be 1 year, 5 years, 10 years or with no limit at all, some war- 
rants being perpetual (such as Tri-Continental). To see how such warrants can 
become very valuable look at the R.K.O. chart. In 1940 R.K.O. reorganized and 
warrants were issued which gave the right to buy R.K.O. common stock at $15 
per share at any time up to 1947. In 1942 R.K.O. common stock was selling 
around $2.50 and with general pessimism rife, the warrants were selling on the 
N. Y. Curb for 61% cents. Obviously few expected R.K.O. to sell above $15, 
where the warrants would begin to have actual value. How the picture changed 
in 4 years! As we see in the chart, R.K.O. common advanced to $28 and the 
warrant being the right to buy at $15, was selling at $13. 


Why is a warrant so unique a vehicle for apprecia- 
tion? When B.K.0. common went from 82 50 to 824, 
a 8500 investment went to 85 625. When K.K 0. war- 
rants went from 64%c to $13, the same 8500 lnvestment 
went to £164.000. The warrant appreciated 20 times 
as much as the common! 


What about warrants in thix market—today? There 
are more important long-term warrants actively 
trading today thaa at euy time in the past 20 years. 
Among them are the warrants of General Tire & 
Rubber. Mack Trucks, Alleghany Corp., Sheraten 
Corp., Atlas Corp... Armour, Kerr-MeGee, Molyb. 
Corp. of Am., Sperry Rand and Tri-Cont., to name 
just a few. 


Every investor interested in capital appreciation should know what oppor- 
tunities exist in warrants. He should know why warrants are issued, exactly 
what they are, how they may be profitably bought and sold, and what warrants 
trade in today’s market. He must study all of this carefully because in the hands 
of the uninformed, warrants hold at least as much danger as promise. If you 
are interested in capital appreciation the best $2 investment you can make is in 
purchasing a copy of 


THE SPECULATIVE MERITS OF COMMON STOCK WARRANTS 
By Sidney Fried Petes eS = 


This book has earned the highest i eH) R. H. M. ASSOCIATES, 


praise from some of the best minds in 

the securities field and from a host of 550 FORD Aen., BT. t, H. ¥. 

average investors for its clarity of style 4 

and the worth of its information. It 

gives you the whole story of the com- 

mon stock warrant. It also contains a t 

full description of more than 100 out- 

standing warrants, and describes a t 

method by which you can take advan- 

tage of current opportunities in war- 2 
a 


Attached is $2. Please send me ‘“The Spec- 
ulative Merits of Common Stock War- 
rants” by Sidney Fried. 


NAME.... 


rants in today's market. For your copy, 
fill in the coupon, attach $2, and mail 
immediately. Or send for free de- 
scriptive folder. 


STREET........... 














TRY THE WALL 
STREET JOURNAL 
GET-AHEAD PLAN 


$7 STARTS YOU 


You are living in a period of far-reaching 
changes, New inventions, new industries 
and new ways of doing business are 
creating opportunities for men who want 
to get ahead. 

It will pay you to find out about these 
things. One place to find out is in the 
pages of The Wall Street Journal. You 
probably think The Journal is just for 
millionaires. That is WRONG. The J our- 
nal is a wonderful aid to salaried men 
making $7,500 to $25,000 a year. It is 
valuable to owners of small businesses. 
It can be of priceless benefit to ambi- 
tious young men who want to earn more 
money. Said one subscriber, “I read The 
Journal every morning and apply its 
lessons to my own business. I call this 
my ‘get-ahead’ plan.” 

To assure speedy delivery to you any- 
where in the U.S., The Journal is printed 
daily in seven cities from coast to coast. 
It costs $24 a year, but you can get a 
Trial Subscription for 3 months for $7. 
Just tear out this ad and attach check 
for $7 and mail. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4,N. Y. FM 8-1 





| fence you are, you can “prove” 
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Free COMMODEX Charts 


SOYBEANS -WHEAT 
RYE*CORN-OATS: 
EGGS » POTATOES 
FATS&OILS*MEAL 


COMMODEX 
SYSTEM 


of Automatic Trading 
In Commodity Futures 


By Edward B. Gotthelf 
Foreword by 


nee — Jr., Chairman, 
‘ork Mercantile Exchange 


ing or strength. 
STEM tells = every trader must 
know about these fast-moving markets and 
teaches how to pick and follow trends. Send 
for free charts, index for all futures con- 
tracts and full details. 


90 West Broadway, New York 7, BArclay 7-6730 





| be complacent. 
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STOCK ANALYSIS 


Growth 


One or the important issues of 
the presidential campaign will be 
GROWTH, specifically the annual rate 
of growth of our economy. There is 
concern that America is lagging, that 


| we are expanding at a slower pace, 


not only than Soviet Russia with her 


| single-minded concentration on whip- 
| ping her economy to attain an ever- 
| increasing output, but also than some 
| Western European countries, particu- 
| larly Germany, which operate under 


the same free enterprise system as 
we. Political oratory, in its oversim- 


| plification and purposeful distortion, 


will confuse rather than clarify the 


| issue. Available statistics are not as 
| accurate as they seem, and they can 
| be “bent” to serve a particular pur- 


pose. Depending on which side of the 
that 
we are falling behind, and you can 
also “prove” that this preoccupation 


| with growthmanship is just so much 
| nonsense. 


Obviously, the nations whose econo- 


| mies were destroyed during the war, 
| or at least badly dislocated, had to 


make a superior effort during the past 
15 years to rebuild and then to catch 
up. They worked longer hours for 
less pay, and a greater percentage of 
the national product had to be devoted 
to the formation of productive capital 
than to the satisfaction of the con- 
sumers’ desires. These pressures were 


| not present in this country, and after 
| taking care of what was considered to 


be adequate expenditures for aid to 
other nations and for defense, we 
went ahead and spent lavishly on 
whatever our hearts desired. Since 
our capacity to produce just about 
anything is ample to provide for all 
forseeable needs, there is no urgency 
to increase it. Yet, in order to remain 
internationally competitive we must 


| strive for technological leadership and 


greatest efficiency to overcome the 


| handicap of our relatively very high 
| wage rates. 
| fully accomplished is open to doubt. 


Whether this is being 


We also have to recognize that 
Americans have no monopoly in their 
ingenuity and efforts to increase the 
productivity of labor. Finally, in com- 
paring ourselves economically with 
the Soviet Union, we cannot afford to 
Our free enterprise 
system will have to be a great deal 
more efficient than theirs to offset the 
relative wastefulness of idle surplus 
capacity, the duplication of effort due 
to competition, and the high cost of 
selling and distribution. 


by HEINZ H. BIEL 


The American 
investor had been 
taught to consider 
GROWTH as an 
essential factor 
long before the 
politicians discov- 
ered the word or 
the concept. He has learned that it is 
profitable to pay a premium price for 
above average growth. Unfortunately 
the number of true growth companies, 
among the major corporations, is quite 
small. Therefore, the constantly in- 
creasing flow of investment funds is 
concentrating on a limited segment of 
the market, driving prices of the more 
desirable stocks up to levels where 
the investor’s chance to make a profit 
is steadily diminishing even if the 
companies live up to expectations. 

While it is debatable whether the 
rate of growth of our economy is ade- 
quate or whether it should be accel- 
erated by artificial means, it is a 
definite cause for concern that so 
many of our leading companies no 
longer seem to be able to translate an 
increasing volume of business into a 
proportionate increase in profits, and 
I mean profits per share, because that 
is the only thing that really matters. 
For many years stockholders have 
been mollified with alibis and explana- 
tions. The lack of earnings growth 
was attributed to excessive compensa- 
tion of labor, or to competition, or ac- 
celerated depreciation, but in many 
instances it may also be asked whether 
there has not been a deterioration of 
management. The palatial offices on 
Park Avenue and the liberal per- 
quisites of management often are in 
stark contrast to the mediocre re- 
sults reported to shareholders. 

Even more serious, from the in- 
vestor’s point of view, is the decreas- 
ing profitability of an entire industry 
such as petroleum which, despite con- 
tinuing growth at an at least average 
rate, has been unable to earn a fair 
return on the untold billions that had 
to be invested year after year. For ex- 
ample, Standard Oil (N.J.) during the 
past decade reported capital expendi- 
tures aggregating $6.7 billion, nearly 
$600 million more than the total net 
income for this period. Yet the com- 
pany’s 1959 earnings per share of $2.91 
were exactly the same as in 1951. In 
that year, however, the average price 
of Jersey stock was 20, or one half its 
present price. A similar situation ap- 
pears to be developing in the steel 
industry, where huge sums will have 
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to be invested not for additional ca- 
pacity but merely to keep profits near 
present levels. These industry prob- 
lems are far more serious than the 
failure of individual companies like 
Montgomery Ward, whose rejuvenated 
management has spent $84 million in 


the past three years on improvements | 


with the result that per share earnings 
are down instead of up; is it surprising 
that the market begins to wonder 
whether the proposed $500 million ex- 


pansion program will yield similarly 


disappointing results? 





| 
| 
' 








Now let us look at “growth” com- 
panies among the major corporations. | 
General Electric has reported higher | 


per share earnings in almost every 


one of the past ten years. It was $2 | 


a share in 1950 and will be about $3 


this year. However, the average 1950 | 


price was 15, today’s price is 87; while 
earnings have increased by 50%, the 
price of the stock has gone up 475%! 

No other large company can com- 
pare with IBM which succeeded in 
more than quadrupling its per share 
profits (adjusted for all stock splits 
and stock dividends) during the past 
ten years. This magnificent perform- 
ance has been duly appreciated in Wall 
Street. The stock’s average price in 
1950 was 35% (also adjusted); it was 


undoubtedly undervalued then at 17 | 


times earnings. But the present price 
of 510 represents a 1,340% gain over 
1950, and one may well ask whether 
the tripling of the price-earnings ratio, 
now over 50 times, does not more 
than adequately discount whatever 
the future may hold for IBM. 

What is the upshot of all this? Evi- 
dently, corporate earnings growth has 
been fully recognized, appreciated and 
exploited. With IBM, the most promi- 


nent member of its category, valued | 


at nearly $10 billion, it is hardly con- 
ceivable that even a continuation of 
its extraordinary rate of growth can 


hold sufficient promise of further price | 
appreciation to justify new commit- 
ments. The same applies to virtually | 


all growth companies which already 


have attained investment status. On | 
the other hand, the profit stagnation | 


of the majority of America’s leading 


industrial enterprises is only now be- | 
ginning to be understood. Many of | 


these stocks appear to be “cheap,” but 
that is only in relation to their recent 
market peaks. The 
companies will have to sell at an even 
more modest price in relation to earn- 
ings and on a more attractive yield 
basis before they are once again de- 


“non-growth” | 


sirable investments. With business ac- | 
tivity in the months ahead likely at | 
best to hold level, it seems to me that | 


the downside risk is greater than the 
potential capital appreciation until 
these market adjustments take place. 
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HOW TO TAKE 
CALCULATED RISKS 
TO MAKE MONEY cc's 


under $5 or $10 


Now you can get revealing reports giving expert analysis and opinion on 
investment bargains in little-known stocks. These are stocks of HIGH- 
GRADE companies that are well managed, have good earnings prospects, 
yet are overlooked by the average investor. We specialize in the selection 
of these stocks selling under $5 or $10. 


See for yourself how large profits may be 

FREE REPORTS: reaped from a small investment in these 
® LOW-PRICED “hidden-value stocks.” The 

ions you receive are impartial. We are not an investment dealer or 

broker, ~~ no salesman will call. To receive free SSR Reports for one month, 


just mail this ad—or postcard—together with your name and address to: 


SELECTED SECURITIES RESEARCH, INC., DEPT. hi SEAFORD, NW. Y. 
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| 14 ‘SUPER’ STOCKS 
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Report 
for the six months ended 
June 30, 1960 


In the past 12 to 18 months ® group of © 
what can truly % 
stocks (see above ha 


unbeliev ering pee’ Be 
104 on eac $1000 invested " 
For your Re go i ng on om a super a 
growth gains, we have prepa % 
cial Reports, One is: eBay. Mola s ii a 
Ratings for New Profits on 14 Current | 
‘Super Growth’ Stocks” — in which we 7 
rate all 14 of the above stocks. In & 
the second Ri : “8 
Selected Sxoc 
‘Super Growth’ 
Large New Profits. 
yours as a bonus now when you © 
send just $1 (new renders only) to try | 
weekly advisory service ‘The > 
Growth Stock Letter’ for the next two © 


dress, and $1 today to 
DANFORTH-EPPLY 
CORPORATION 
— Investment Advisers — 
WELLESLEY HILLS it. MASS. 


panne seis 


Availabie upon request 


44 Wall Street, 
New York 5, N. Y. 











20 Stocks bat ‘Watch 


(Aug.—Sept. 1960) 


These supervised issues, both Investment and Speculative, chosen out of our weekly list of 500 stocks appear ripe 
for market appreciation in the months ahead. 
Aut : What's ahead? We recommend $ leaders in this fast moving industry that is related to both 
defense and general business activity 
0 Elec. Equig.: Recent international developments indicate that this 
ace. 2 particular issues are candidates for investment. 
oO rugs: Vast research projects may now be beginning to pay off and 8 ethical drug manufacturers show 
outstanding promise for appreciation 
r ee Equip.: A highly favorable industry group with 2 issues that show potential promise of leading the 
way for future growth and profits 
ACT NOW of these 10 stocks and 10 others comprise the latest Investors Research report now offered 
to new trial subscribers By investing just $1 today, you will receive this report and the full 6 page I. R. reports 
for the next 5 weeks—PLUS our special bonus bulletin ‘“‘A Positive Investment Program.’ Don’t delay—mail 
the coupon today. 


* 
INVESTORS RESEARCH 
Company (Dept. F-94) Please airmail report on 20 Stocks 
922 na Street to Watch, a 5 week trial subscription 
Santa scnmaaaeli Calif. and bonus bulletin. Enclosed is $1. 
Name... 


industry group should continue its fast 


“Serving tavestors in SO States and 20 Foreign eations. 
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Stock Values 


Use... 
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Manual 
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55,000 BASIC FACTS 
ABOUT 2,000 STOCKS 


The 46th Edition of this 320-page Annual Ready 
Reference for Investors, is a veritable mine of 
essential facts to assist the wide-awake investor 
in judging relative merits of over 2.000 stocks. 
Complete index enables you to find in a few 
minutes investment data every investor needs. 


Prepared by the trained staff of FINANCIAL | 


WORLD, which for more than 57 years has been 
supplying the business and financial information 
busy investors should have in order to invest 
surplus funds more wisely, more profitably. 


NO OTHER MANUAL LIKE IT 
Nowhere else can you find more quickly, more 
easily, or at lower cost, each company’s set-up, 
historical background, financial position, 
years’ performance records, outlook and other 
essential facts and figures you as an investor must 


buying. “Factographs a MUST 
stocks,’ writes subscriber. 


BUY FOR $5.00 
OR GET FREE 


Return this “ad’ today with $5 check for your 


in analyzing 


copy of the 1960 Manwal. Or get it FREE with | have | ni slowly sinking lower 


a 6-months’ Trial Subscription to FINANCIAL 
WORLD'’s comprehensive investment service—26 
weekly issues ¥ FINANCIAL WORLD, 6 monthly 
Appraisals” of up 





Advice-by-Mail on any security that interests you. 
as often as once a week .. . all for $12. Additional 
saving, yearly subscription $20 including all 
above services. 

Take your choice but—order this invaluable 
Manual today. Advance demand has exceeded all 
45 previous editions, Late orders may be delayed. 


30 Day Money-Back Guarantee 


FINANCIAL WORLD 


57 Years of Service to Investors 
Dept. FB-81 
17 Battery Place, New York 4, N. Y. 











COLUMBIA PICTURES 
CORPORATION 


ly 


on the $4. 25 Cumulative 
Preferred Stock of the com- 
pany, payable August 15, 
1960, to stockholders of rec- 
ord August 1, 1960. 

LEO JAFFE 

First Vice-Pres. & Treas. 
New York, July 13, 1960 











oe | trend and render obsolete and vir- 


| tually meaningless the performance of 
have to evaluate the stocks you own or consider | y & P 


INVESTMENT POINTERS 


“Not a Bull, Not a Bear—So 


THe TENDENCY of a bull to toss objects 
skyward on his horns and the char- 
acteristic of a bear to drag things 
downward with his paws, were trans- 
lated into stock market terminology 
many years ago in England. Thus, 
we have bull markets, where stocks 
are tossed high on a broadening front 
against a background of business and 
economic prosperity; and bear mar- 
kets, where stocks decline sharply, 
while unemployment increases and 
the atmosphere is heavy with pes- 
simism. 

However, during the past few years, 
while the general market has defied 
description by actually being neither 
all-out bullish, nor all-out bearish, 


| the question has been rightly asked: 


“What is it?” 
Our British cousins who coined 
these terms apparently did not believe 


| that another expression would be 


needed one day to describe a situation 


| where the daily struggle going on be- 
| tween a timid bull and a cautious bear 


would neutralize the market’s basic 


the various averages. Many untested 
issues have been climbing higher re- 
cently to new price plateaus, while 
the old-line, blue chip standbys, such 
as Standard Oil of New Jersey, Ana- 
conda and du Pont, to mention a few, 


It probably would be easier to pre- 


. | dict the number of electoral votes in 
to 1. ,800 ced stocks, Personal and Confidential | 


the winner’s column next November 
than to correctly identify and forecast 


| the trend of this super-selective, rota- 
| tive market, where the underlying 
| bullish, bearish and neutral factors 


are conflicting simultaneously and 
where the technical and _ statistical 
pictures have been clouded by 1) the 
complexities of a presidential election; 
2) constantly increasing international 
tensions; 3) the failure of the ex- 
pected business recovery to show 


| more vigor than has been evident so 


far. 

For example, anyone who bought 
selected drug, food, or tobacco stocks 
at the peak of the market in July 1957, 
when the DJ industrials were selling 
at their top of 520-525 for that period, 


| would have enjoyed a good profit de- 


spite the recession. By the same token, 
any buyer of vending machine, elec- 
tronic, or utility issues in January 
of 1960, while the industrials were 


| reaching their all-time high of 685.47, 


would have correctly assumed he was 


by KENNETH WARD* 


What Is It?” 


in a roaring bull 

market, despite 

the subsequent 90 

point drop by 

these averages 

during the winter 

months. Moreover, 

we have the ex- 

ample of a key stock like Anaconda 
Co. currently selling around 50, down 
some 38 points from its 1956 high, 
while the Dow industrials are selling 
about 140 points higher on a com- 
parative basis. The same story applies 
to many other presently depressed 
leading issues. 

Anyone reading a newspaper can 
pick as many optimistic items as he 
can pessimistic ones to offset them. 
Investors are better informed about 
business conditions today than ever 
before and individual companies and 
industries are more public relations 
minded. Yet the identity of this pres- 
ent day market, bull or bear, does not 
depend on charts, figures, statistics, 
or the printed word. It revolves en- 
tirely around the market position of 
the person who is concerned. 

Private investors and professional 
analysts today are re-evaluating in- 
dividual issues and not the market as 
a whole. The word “selectivity” is 
shop-worn to be sure, but there is 
no synonym for the expression and 
we must live with it. Just as farmers 
have learned the value of scientific 
agriculture so should every investor 
understand that knowledge and se- 
lectivity are essential to successful 
dealings in securities. Not only should 
he read the story the market is writ- 
ing every day, but he must be able 
to read between the lines. When 
taking a position in securities the 
investor should also be aware that 
some of the blossoms in Wall Street 
today may become wall flowers to- 
morrow. 

In order to obtain a better insight 
into what may happen in the market, 
it is important to acquire an under- 
standing, or a factual record, of what 
has already happened. In this con- 
nection, a study of various chart pat- 
terns can be extremely helpful and 
rewarding. The past is only a prelude 
to the future and by knowing at what 
price levels important support or re- 
sistance was encountered before, and 
by correlating this information with 


*Mr. Ward, partner of Hayden, Stone & Co., 
wow York City, is a guest columnist for Mr. 
. Donald Goodwin, who is on vacation. 
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the pertinent background statistics 
and adding a touch of common sense, 
the right recipe for success in the 
stock market will be immeasurably 
easier to obtain. 

A careful study of hundreds of in- 
dividual chart patterns made as of 
this writing shows no over-all tech- 
nical evidence to indicate that an im- 
portant downward trend, or another 
1957-58 model husiness recession, is 
likely to take place, especially with 
an important election imminent. To 
be sure, individual bull and bear mar- 
kets are constantly going on among 
various stocks and groups. Each 
group is really a market in itself with 
an average all its own. How much 
more transparent the entire picture 
would be if this were actually the case 
and a separate average existed for 
each major group of stocks, instead 
of averages consisting of 30, 100 or 
even 500, miscellaneous issues. For 
example, the following groups look 
like interesting buys: aviation, cop- 
per, movies, paper, rubber, autos, air- 
lines and oils. 

The over-all business picture in- 
dicates neither a boom, nor a bust, as 
the final half of 1960 enters its second 
month. A further increase in Gross 
National Product to another record 
high is forecast by some economists 
during the current quarter with a rise 
in consumer durables also estimated 
later in the year. However, with un- 
filled orders low, inventories in many 
lines still high and new orders show- 
ing little signs of a pick up, no real 
reversal of the prevailing downward 
trend of corporate profits is forecast 
until the fourth quarter, although the 
average for this year is also estimated 
to be above 1959’s. In view of the ap- 
proaching election and so many eco- 
nomic, governmental and territorial 
changes taking place throughout the 
world, the indecisive bilateral action 
of the stock market and the confused 
psychology of the average investor 
should be considered quite normal. It 
is probable that the Administration 
will make some further move to re- 
energize industrial activity and create 
a more bullish stock market atmos- 
phere before November looms larger 
(margins may have already been low- 
ered by the time this appears in 
print). While the general market is 
still in a consolidating testing period, 
which should find pretty solid support 
just below the levels prevailing at the 
time of this writing (625-630 Dow- 
Jones industrials), and an attack on 
the old high of 675-685, perhaps car- 
rying above 700, appears quite pos- 
sible by the end of this year, the fresh 
stimulant that must be introduced to 
spark such action has not yet ap- 
peared. 
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Until a better perspective of this | 


is gained and the market develops 
more character and a clearly defined 
price trend—making the question 
“What is it?” irrelevant—it would 
seem best to pursue a semi-aggressive 
though still very cautious and se- 
lective attitude toward all new com- 
mitments. As Meyer Anselm Roths- 
child, founder of the great banking 
house, advised in his will: “Seriously 
ponder over and thoroughly ex- 
amine any project to which you in- 
tend to give your attention.” The 
selective buying side seems to be the 
right side of this two-way stock mar- 
ket and it behooves every investor or 
trader to pay close attention to this 
banker’s sound advice. 

Having correlated the results ob- 
tained from a study of the basic 
fundamental background with the 
current technical patterns of many 
stocks and after especially emphasiz- 
ing any downside risk, the following 
brief comments on a few groups with 
favored buy recommendations are 
submitted. 

Arrcrart: High volume of defense 
spending should be well maintained 
for many years and stocks in this 
group all indicate higher levels. Favor 
North American Aviation (40), Martin 
Co, (52) and Grumman (30). 

Oms: Expect this group to recover 
moderately from present oversold 
area. For income buys, favor Pure 
Oil (29), Standard Oil of New Jersey 
(41) Richfield Oil (72) and Cities 
Service (41). 

Rats: Favor the following: Nickel 
Plate (35), Atchison, Topeka & Santa 
Fe (23), and Norfolk & Western (97). 

Coppers: Appear oversold. Espe- 
cially favor Anaconda (50), American 
Metal Climax (23). 

Sreets: This group should recover 
from depressed levels. Favor Granite 
City Steel (37), Armco Steel (64%), 
Jones & Laughlin (67) and U.S. Steel 
(79). 

Bumpinc: Favor Flintkote (36), 
U.S. Plywood (47%) and National 
Gypsum (54). 

Morors: Favor purchase of General 
Motors (43). 

Exvectronics: Favor the longer term 
potential of International Tel. & Tel. 
(40), Raytheon (39), Hoffman Elec- 
tronics (26), Siegler (34), Ampex 
(35) and Universal Match (59). 

Ten additional miscellaneous stocks 
in diversified lines that appear like 
attractive buys at current price levels: 
American Greetings Corp. 58; North 
American Car 4034; Champion Spark 
Plug 44; Standard Packaging 30; 
Food Machinery 52%; Lorillard 37; 
United Artists 27; American Seating 


32; Quaker Oats 50; Heyden Newport | 


23. 


Let Barron’s become 


YOUR No. 1 GUIDE 
TO INVESTING 


17 weeks’ trial . . . only $5 


When you start reading Barron's, you 
quickly find it gives you everything you 
need to know to help you handle your 
investments with greater understanding 
and foresight: 

First, you are shown what, where, and 
why the REAL VALUES are, behind cur- 
rent security prices. 

Second, you get a fund of information 
that enables you to weigh the merits of 
different securities—and pick the ones 
you want to suit your investment ob- 
jectives. 

Third, you increase your understanding 
of all financial information you may 
read or hear elsewhere. You acquire a 
know-how about investing that helps you 
build your capital and increase your 
investment income. 

No other business or investment publi- 
cation is like Barron's. It is written for 
the man who makes up his own mind 
about his own money. It is the only 
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craft Method of Point and 
Figure Trading has be- 
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and loan associations 
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Its savings accounts are held by 
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States, and 
sonal property tax in California. 


are exempt trom per- 


Each account is insured to 
$10,000 by Federal Savings and 
Loan Insurance Corporation. A 
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any month earn from the first of 
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J. H. CLawson 
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A Subsidiary of Forbes Inc. 
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PTECHNICAL PERSPECTIVE 


by JOHN W. SCHULZ* 


Wallflower Preferred 


As I AM writing this, in mid-July, the 
miracle stocks have been dealing fist- 
fuls of bruises to their more ardent 


| followers, as though to prove that 


glamour combines naturally with 
temperament. Tantrums like this 
should serve to direct more of the 
market’s attention toward its wall- 
flowers, whose attractions may be 
less obvious but that much more 
tangible. 

Prominent among these former 
charmers are, of course, the oils. And 
outstanding among the oils is Amer- 
ada Petroleum (ARC, about 57-58), 
once the unquestioned queen of in- 
stitutional favorites. What's wrong 
with Amerada? Essentially nothing 
that’s not wrong with the oil industry 
in general, which is largely a ques- 
tien of oversupply (which the indus- 
try is striving hard to correct). The 
fact is that ARC is still considered 
one of the most brilliantly managed 
domestic crude oil producers; it is 
also one of the richest companies in 
this category. Since it is quite con- 


_ ceivable that what has been going on 


in international politics can place 
domestic oil reserves in a better bar- 
gaining position, I think ARC should 
be given more than a passing thought, 
especially if one likes to shop for 
potential bargains away from the 
crowd. 

Briefly, here are some salient fun- 
damentals. For the current price of 
57-58 you can buy about $12 a share 
in working capital and marketable 
securities (the latter valued at two 
thirds of current market), leaving a 
balance of about $46 to account for 
crude oil reserves estimated by com- 
petent outside sources at around 110 


barrels per share. 

This comes to a 

little over 40c a 

barrel and com- 

pares with the 

conventional an- 

alysts’ yardstick 

of $1 per barrel 

for oil in the 

ground. Last year’s earnings were 
reported at $3.81 a share, after charg- 
es for depreciation and depletion equal 
to about $5.50 a share, so that ARC’s 
cash flow can be calculated at close to 
$9.30, or about one sixth of current 
market for the stock. This year’s re- 
sults should be quite similar, possibly 
somewhat better. 

On technical grounds, too, it is now 
possible to make a strong case in 
favor of ARC. On the smaller chart 
shown below the full extent of the 
current bear market that, in three 
years, has chopped 60% off the stock’s 
peak price (147 in 1957) can be 
clearly seen. Against the underlying 
values, the age and severity of the 
drop would alone point to its early 
conclusion. 

But there is more tangible techni- 
cal evidence to suggest ARC’s bear 
market is running out of steam. The 
decline originated in a large top- 
reversal structure that took shape 
during 1956 and 1957 above the 100 
line between columns No. 1 and 2 
(on the small chart). According to 
P&F standards, the 14 columns of 
price-reversal action that we can 
count across the full width of the top 
reversal on the 120 level give us a 
major downtrend target at 50. If we 


*Mr. Schulz is a partner in Wolfe & Co., 
members of the New York Stock Exchange 
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apply the same technique to the 
broad trading range movement 
astride the 100 line between columns 
No. 2 and 3, we obtain a target at 55.7 

Now take a look at the upper chart. 
In effect, this is an enlargement of 
the final portion of the smaller chart 
(box). It shows us that ARC’s price 
action above 100 during 1958 and 1959 
traced out a secondary top-reversal 
structure. Measured the P&F way 
between columns No. 4 and 3, this 
top yields a downside target at 52, 
which would seem to corroborate the 
earlier targets at 50 and 55. In addi- 
tion, we can plot a target at 54 from 
the extensive trading range in the 
70s (columns No. 5 to 6). So we have 
a good deal of evidence to support the 
view that the low of Amerada’s major 
downtrend should be established in 
the price range of the 50s. 

We can also draw some interesting 
conclusions from the evidence of 
trendlines. On the two-point unit 
(upper) chart, line X defines the 
progressively lower levels where in- 
termediate rallies since early 1959 
ran into enough supply to give the 
major downtrend fresh impetus. Line 
X1, on the other hand, defines the 
price levels at which demand proved 


+P&F chart analysis places pee stress 
on areas where these columns are densely 
clustered as a result of lateral trading-renge 
movements. Based on past experience and on 
the manner in which the charts are con- 
structed, P&F theory assumes that the num- 
ber of price-reversa columns within a lateral 
ee a reflects a degree of latent and 
tial demand-and-supply fie numb and 
Lote in direct proportion to number of 
rice units by which an ensuing “ 
1, once the lateral trend 


tion of the new vertical trend. 
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intermittently strong enough to in- 
terrupt the slide. Now, if demand 
had been falling back at the same rate 
with which supply has been getting 
more insistent, the two lines would 
run parallel. The fact that they con- 
verge is significant because it indi- 
cates a sharpening of conflict between 
bullish and bearish opinion about 
ARC. In other words, the somewhat 
flatter slope of the demand line (X1) 
for the downtrend suggests that buy- 
ers have been taking a consistently 
stiffer stand in relation to selling 
pressure on the way down. Where 
this occurs against a background of 
substantial underlying values, in an 
aging and extensive downtrend and 
close to major dowtrend targets, the 
implications are most encouraging. 

In practical terms, the foregoing 
suggests that downside risks should 
no longer be severe, perhaps 10%- 
15% of current market, judging by 
the target indications. In the absence 
of a reversal base that could give us 
a useful upside target, we shall have 
to assess the appreciation potential by 
a different route. If we assume that 
the current dip into the 50s is final 
for the major downtrend, the reversal 
would have to be accomplished by an 
intermediate-trend rise 
downtrend line X and beyond the 
May rally top at 66, ie., to at least 
67-69. However, a significant trend 
reversal to the upside, from a point 
in the 50s, should involve more than 


one intermediate uptrend. At a mini- | 
mum, it should correct one quarter | 


of the 90-point drop from 147, which 
would call for a rise to near 80; a 
correction of one third would carry 
close to 90. 


through | 





h. J. Reynolds 
Tobacco Company 


| Makers of 
Camel, Winston, Salem & Cavalier 
cigarettes 


| Frince Albert, George Washington | 
Carter Hall 
smoking tobacco 


QUARTERLY DIVIDEND 


A quarterly dividend of 65c 
per share has been declared 
on the Common Stock of the 
Company, payable September 
5, 1960 to stockholders of rec- 
ord at the close of business 
August 15, 1960. 

WILLIAM R. LYBROOK, 


Secretary 





Winston-Salem, N. C 
July 14, 1960 
Sixty Consecutive Years of 
Cash Dividend Payments 


ae COLUMBIAN 


CARBON COMPANY 


One-Hundred and Fifty-Fifth 
Consecutive Quarterly Dividend 


A quarterly dividend of 60 cents per 
share on the Capital Stock of the 
Company will be paid September 9, 
1960 to stockholders of record at the 
close of business August 15, 1960. 


RODNEY A. COVER 
Vice-President—Finance 














Uniteo States Lines 


Cc OMPANY 
Common 
Stock 
DIVIDEND 


The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable September 9, 
1960, to holders of Common Stock of 
record August 19, 1960. 


WALTER E. FOX, Gocectacy 
One Broadway, New York 4, 
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THE FUNDS 


Portfolio Management: 
YESTERDAY’S ROMANCE 


“We stiLu like em but we don’t love 
"em any more.” That, in a few words, 
would describe the current attitude 
which Boston’s State Street Invest- 


| ment Corp. is taking toward its old 
| romance with the oils. 


State Street was long heavy in oil 
and gas stocks (as recently as 1957 


they made up nearly a third of its to- 


tal portfolio). Many of its selections 


- | were highly successful, too. But two 


years back, in common with many 
other mutual funders, President 
George Bennett and Chairman Paul 
Cabot began drastically cutting back 
their oil holdings. Down, down they 
went, from 30% of State Street's 
$139.9 million portfolio at the begin- 
ning of 1958 to just 16% at the start 
of 1960. 

So far this year, the decline in State 
Street’s oil portfolio has continued. 
At the end of the second quarter oil 


| stocks were down to only 13.1% of 


State Street’s holdings. But the sig- 


| nificant thing is that price declines 
| rather than net selling accounted for 
| most of the 1960 decline; in the sec- 


ond quarter, State Street actually 
bought more oil stocks than it sold. 


| Among its new purchases: Pure Oil 


Co., Dome Petroleum Ltd. 
Which seems to indicate that at cur- 


| rent prices, State Street rather likes 
| the oils. Says Vice President Allan T. 


Buros: “After this severe fall in 
prices, the oils look deflated in terms 


| of earning power. But, of course, it’s 
| difficult to say when the turn may 


Word af Mouth’ | 


_ Specialized Funds: 


come.” 


A TALE OF TWO FUNDS 


For THE first time since early 1958, 
fund salesmen have been running 
into a “buyer’s market.” Though 


| fund sales remain high (if not quite 


so high as in corresponding months 
of 1959), the degree of sales resist- 


| ance and investor selectivity has 
clearly grown greater. 


Nowhere has this trend been better 


| illustrated than in the recent fortunes 
| of big ($272-million assets) Chemi- 
| cal Fund, a prosperous stepchild of 
| Manhattan brokerage house F. Eber- 
| stadt & Co. 
| market from 1950 to 1959, few funds 


During the roaring bull 


fared better than Chemical, whose 


| asset value per share (with capital 


gains distributions reinvested) rose 
345% to outpace the Dow-Jones in- 
Its total assets, further 


| nourished by rich sales, soared from 


$28 million to $266 million. 

Last month, however, Chemical 
was clearly encountering tough sales 
sledding. In 1960's first six months, 
reported Executive Vice President 
Peter Cannell, new sales had fallen 
to $14.7 million from 1959’s $23.3 
million. Redemptions, on the other 
hand, had more than doubled to $7.3 
million, leaving a net sales gain of 
$7.4 million—63% below 1959’s pace. 

Moreover, in a market where 
chemical stocks were notably heavy, 
the value of Chemical’s shares was 
declining, too. From a year-end 
$11.61, it had sunk to $11.48 on June 
30, and in the uneasy markets of 
early July fell all the way to $11.05 
before rallying a bit. Said Cannell: 
“We frankly don’t know what’s caus- 
ing the sales decline. In general our 
sales for the past five years have 
been independent of what chemical 
stocks were doing. I'd say it’s just a 
tougher market.” 

By contrast, another, even bigger 
specialized fund, Chicago’s Televi- 
sion-Electronics, was discovering that 
its name still held magic for hungry 
investors. “No doubt about it,” smil- 
ingly agreed Vice President William 
Cooley, “our name is helping to sus- 
tain our sales.” TV-Electronics’ sales 
were off only 4.8% to $43.6 million in 
the fiscal eight months through June. 
And that was offset by smaller re- 
demptions than in 1959. 

It was quite clear, of course, that 
TV-Electronics was riding the crest 
of investor enthusiasm for electronics 
stocks—and that Chemical Fund was 
suffering from current disinterest in 
the chemicals. Which proved again 
funds are far from immune to the fads 
and fancies which affect ordinary 
stocks. 
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ings should be about $2.85 per share | 
against $2.61 in 1959. 

In like vein of thought, it’s pos- 
sible to make flattering reference to 
Quaker Oats, around 50 and paying 
$2. Earnings have increased for eight 
successive years and were about $3.50 | 
per share for the year ended June 30 | 
as compared with $3.29 in the 1959 
fiscal year. There are several con- 
siderations which point to further 
gains in fiscal 1960-61. 

a) The company reportedly has had 
excellent market reception for its new 
high protein pre-sweetened cold 
cereal which soon will be available 
on a national basis. This could give 
Quaker Oats a real “play” in the 
fastest growing segment of the cereal 
business. b) The company is still a 
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leader in the hot cereal market with 
Quaker Oats, which is a bread-and- 
butter item. It also is a leader in the 
pet food business with Ken-L-Ration 
and Puss’n Boots. c) There has been 
a change in management attitude in 
recent years and the company has an 
excellent financial position with which 
to diversify and expand. 

Last month, the market recognized 
this column’s observations concern- 
ing the errors of omission and com- 
mission which have taken place in 
the search for the issues with positive 
dynamics. As was stressed in July, 
this was intended as a word of caution 
rather than a_ blanket indictment of 
growth stocks as such. No tree ever 
grows to heaven. To express it a little 
differently, the indefinable point sud- 
denly was reached where even the 
most enthusiastic speculators in to- 
morrow’s technologies suddenly rec- 
ognized some elementary facts. One 
revolves around the fact that if this 
column’s premise regarding the busi- 
ness outlook is later tested and found 
wanting, the deficiency will be so 
great that it won’t permit indefinite 
continuance of a “half-slave half- 
free” market. Sure, markets within 
markets are an inherent part of 
today’s pattern. But the point of no 
return probably has been reached on 
the speculative philosophy which re- 
sulted in exaggerated emphasis on a 
few stocks and indifference to most. 

All of which, as was noted two 


weeks ago, is not meant to imply that | 


all growth companies suddenly have 
become persona non grata with the 
speculator. Rather, in a more rounded 
economy, the tests will be finer and 
the issue competition greater, particu- 
larly when comparison is made with 
the recognizable values in many 
bread-and-butter stocks. 
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ON THE 


THOUGHTS BUSINESS OF LIFE 


The more noise a man or a motor 
makes the less power there is avail- 
able. —W. R. McGeary. 


Dependence begets subservience 
and venality, suffocates the germ of 
virtue, and prepares fit tools for the 
designs of ambition. 

—THOMAS JEFFERSON. 


He who, by an exertion of mind or 
body, adds to the aggregate of enjoy- 
able wealth, increases the sum of 
human knowledge, or gives to human 
life higher elevation or greater full- 
ness—he is, in the larger meaning of 
the words, a “producer,” a “working 
man,” a “laborer,” and is honestly 
earning honest wages. 

—Henry GEorceE. 


One can always trust to time. In- 
sert a wedge of time, and nearly 
everything straightens itself out. 

—Norman Dovuctas. 


A weak mind is like a microscope, 
which magnifies trifling things but 
cannot receive great ones. 

—Lorp CHESTERFIELD. 


Fear is not in the habit of speaking 
truth; when perfect sincerity is ex- 
pected, perfect freedom must be 
allowed; nor has anyone who is apt 
to be angry when he hears the truth 
any cause to wonder that he does 
not hear it. —TAacirTvus. 


It is a true saying, that a man must 
eat a peck of salt with his friend, be- 
fore he knows him. 

—MIGUEL DE CERVANTES. 


Wants awaken intellect. To gratify 
them disciplines intellect. The keener 
the want, the lustier the growth. 

—WENDELL PHILLIPS. 


Human history is, in essence, a his- 
tory of ideas. —H. G. WELLs. 


All higher motives, ideals, concep- 
tions, sentiments in a man are no 
account if they do not come forward 
to strengthen him for the better dis- 
charge of the duties which devolve 
upon him in the ordinary affairs of 
life. —Henry Warp BEeEcHER. 


Small opportunities are often the 
beginning of great enterprises. 
—DEMOSTHENES. 
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He that gives good advice builds 
with one hand; he that gives good 
counsel and example builds with 
both; but he that gives good admoni- 
tion and bad example builds with one 
hand and pulls down with the other. 

—Francis Bacon. 


B. C. FORBES: 


Having studied and written 
the lives of hundreds of Ameri- 
ca’s most successful business 
men, I have learned that many 
of them won recognition initially 
by putting in longer hours than 
required, by reaching out to 
shoulder extra responsibilities, 
by making themselves helpful 
far beyond the average em- 
ployee. Later, having attained 
success, these same business 
leaders won national acclaim by 
doing more than simply attend- 
ing to their executive jobs, espe- 
cially by rendering valuable 
services to their communities or 
to their country. In other words, 
they did more than paid for. 
Any young man of normal abil- 
ity can forge ahead of mediocri- 
ties by simply doing, day by day, 
and enthusiastically, more than 
is expected of him. It is eter- 
nally true that, according as ye 
sow, ye shall reap. 


Nothing can be more unphilosophi- 
cal than to be positive or dogmatical 
on any subject. When men are the 
most sure and arrogant, they are 
commonly the most mistaken and 
have there given reins to passion 
without that proper deliberation and 
suspense which alone can secure 
them from the grossest absurdities. 

—Daviw Hume. 


Action and feeling go together and 
by regulating the action which is 
under the more direct control of the 
will, we can regulate the feeling, 
which is not. —WILL1AM JAMES. 


Nothing so needs reforming as 
other people’s habits—Marx Twa1n. 


The free expression of opinion, as 
experience has taught us, is the 
safety-valve of passion. The noise of 
the rushing steam, when it escapes, 
alarms the timid; but it is the sign 
that we are safe. The concession of 
reasonable privilege anticipates the 
growth of furious appetite. 

—WiLiiaM GLADSTONE. 


A principle of policy once estab- 
lished, be it sound or unsound, is 
almost sure, through evolution, to 
exert an influence far beyond that 
created at the time of its original 
inception. —ALFRED P. SLOAN JR. 


Behavior is a mirror, in which 
everyone shows his image. —-GoETHE. 


Thinking is the talking of the soul 
with itself. —PLAaTo. 


The supreme happiness of life is the 
conviction that we are loved. 
—Victor Huco. 


He who would be well taken care 
of must take care of himself. 
—W. G. SUMNER. 


One will rarely err if extreme ac- 
tions are ascribed to vanity, ordinary 
actions to habit, and mean actions 
to fear. 

—FriepricH NIerzscHe. 


One of the things we have to be 
thankful for is that we don’t get as 
much government as we pay for. 

—ANONYMOUS. 


Necessity is the plea for every in- 
fringement of human freedom. It is 
the argument of tyrants; it is the 
creed of slaves. —WitiiaM Pir. 


He is great who is what he is from 
Nature, and who never reminds us of 
others. —RatpeuH WaLpo EMERSON. 


Most people know that there is no 
such thing as luck, but it is difficult 
to find anyone who does not believe 
in it. —Raout ve R. bE SALES. 
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More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. 
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For truly, I say to you, if you have faith 
as a grain of mustard seed, you will say 
to this mountain, ‘Move hence to yonder 
place,’ and it will move, and nothing will 
be impossible to you. —Matruew 17:20 
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GOODYEAR DIVERSIFICATION AT WORK 
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Drinking Fountain for a Million Acres 


This is the new way to water the good earth. Fer- 
tility comes to thirsty land from water flowing through 
seamless, jointless concrete pipes — made on site. De- 
veloped with specialized assistance from Goodyear, the 
method replaces open irrigation ditches, unsafe, waste- 
ful and unsanitary. 

Concrete from ready-mix trucks is poured around 
inflatable rubber-and-fabric forms, Goodyear-designed 
and made. 

The line races forward at 8 to 12 feet a minute — a 
single unit that may stretch for miles. Only two hours 


Lots of good things come from 


after pouring, the forms can be deflated and used again 
Gone are the costs and breakages of transporting short 
pre-cast pipe sections. There is never a leaky joint — 
because there are none. All the water gets to the crops, 
without evaporation loss. 

The method is versatile. Already it has been further 
developed for construction of community storm sewers 
and highway and road drainage. 

Before a seed is planted to bring a dry farm to life, 
Goodyear imagination, research and development have 
been at work — enriching the land for tomorrow. 


GOODFYEAR 


TIRES INDUSTRIAL PRODUCTS 


METAL PRODUCTS SHOE PRODUCTS 
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ROCKWELL-STANDARD...Growth through leadership 


Rockwell-Standard know-how 


Rockwell-Standard’s international operations are ad- 
vancing in seven-league boots. Three times the volume 
in 1959 of any previous year. And the prospects for 
further foreign growth are tremendous. 

Two major considerations provide the urge to in- 
crease our international business. First—to close the 
gap of distance between our U. S. plants and the for- 
eign plants of our important domestic customers — in 
a word, to manufacture our products where our cus- 
tomers need them. Second — to expand our profit poten- 
tial by putting our 50 years of experience to work where 
it has a definite, tangible market value. 

The increasing need for our products and experience 
in the vast foreign development of the automotive and 


This is one of a series of state- 


goes globe-girdling 


allied industries is exemplified by our recent joint ven- 
ture with Cobrasma in Brazil. Cobrasma-Rockwell’s 
$11,000,000 plant in Sao Paulo has 250,000 square 
feet of floor space with an annual capacity of 72,000 
sets of automotive vehicle front and rear axles. It is 
Latin America’s largest independent automotive parts 
plant, and will contribute substantially to the develop- 
ment of Brazilia, Brazil’s new billion dollar capital city. 

Our foreign operations now include Canada, Switz- 
erland, Brazil, Germany, India and Great Britain. 

Further U. S. and world development and diversifi- 
cation is a planned objective of this business. Rockwell- 
Standard is the world’s largest manufacturer of axles 
for trucks, buses and trailers. 


ments to acquaint you with the ROCKWELL-STANDARD RA 


CORPORATION 


broad scope of the activities of 
Rochwell-Standard Corporation. 


22 U. S. plants of Rockwell-Standard Corporation manufacture these famous products «+ TIMKEN-DETROIT® AXLES + HYDRA-DRIVE® TRANSMIS- 


SIONS + GARY® GRATING + BLOOD BROTHERS® UNIVERSAL JOINTS 


BOSSERT® STAMPINGS + AERO COMMANDER® and COMMANDER 


ALTI-CRUISER® AIRCRAFT + AIR-MAZE® FILTERS + KERRIGAN® LIGHTING STANDARDS. Pius these other Rockwell-Standard® products: 
AUTOMOTIVE BUMPERS + AUTOMOTIVE SEATING + LEAF AND COIL SPRINGS + BRAKES + FORGINGS 





